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Form 10-K

The Form 10-K includes the Section 302 certifications filed with the SEC
Cer tam exhihits to the Form 10K are riot reproduced here but the Trust

will provide them to you upon request addressed to the Trust 1626 East

Jefferson Street Rockville MD 20852 Attention Gina Birdsall arid payment

of fee covering the Trusts reasonable expenses for copying arid rnailiriq



UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASfflNGTON D.C 20549

FORM 10-K

ANNUAL REPORT PURSUATFO THE SECTIO 13O 15bôF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31 2010

EJ TRANSITION Ot PURSUANT TO SECTION 13 bR 5D OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission file number 1-07533

FEDERAL REMTY1NVESTMENT TRUST
Exact Name of Registrant as Specified in its Declaration of Trust

Maryland 52-07 82497

State of Organization IRS Employer Identifi

1626 East Jefferson Street Rockville Maryland 20852

Address of Principal Executive Offices Zip Code

301 998-8100

Registrants Telephone Number Including Area Code

Securities registered pursuant to Section 12b of the Act

Title of Each Class Name Of Each Exchange On Which Registered

Common Shares of Beneficial Interest $.01 par value per
New York Stock Exchange

share with associated Common Share Purchase Rights

Securities registered pursuant to Section 12g of the Act None

Indicate by check mark if the Registrant is well-known seasoned issuer as defined in Rule 405 of the Securities

Act.JYes LINo

Indicate by check mark if the Registrant is not required to file reports pursuant to Section 13 or Section 15d of the

Act 11 Yes No

Indicate by check mark whether the Registrant has filed all repoits required to be filed by Section 13 or 15d of the

Securities Exchange Act of 1934 during the preceding 12 months or for such shorter period that the Registrant was required

to file such reports and has been subject to such filing requirements for the past 90 dayS 1Z1 Yes LilNo

Indicate by check mark whether the Registrant has submitted electronically and poste4 on its corporate Website if any every

Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12

months or for such shorter period that the Registrant was required to submit and post such files II Yes LII No

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein and

will not be contained to the best of Registrants knowledge in definitive proxy or information statements incorporated by

reference in Part III of this Form 10-K or any amendment to this Form 10-K

Indicate by check mark whether the Registrant is large accelerated filer an accelerated filer non-accelerated filer or

smaller reporting company See definitions of large accelerated filer accelerated filer and smaller reporting company

in Rule 12b-2 of the Exchange Act Check one

Large Accelerated Filer Accelerated Filer

Non-Accelerated Filer Do not check if smaller reporting company Smaller reporting company

Indicate by check mark whether the Registrant is shell company as defined in Rule 12b-2 of the Exchange

Act Yes No

The aggregate market value of the Registrants common shares held by non-affiliates of the Registrant based upon the

closing sales price of the Registrants common shares on June 30 2010 was $4.3 billion

The number of Registrants common shares outstanding on February 2011 was 61537817
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We are in equity real estate investment trust Rl specialiuing in the ownership management and

redevelopiiient of high qtiality retail mnixi1tise properties located primarily in densely populated and affluent

conhlliunities in strategically selected metropolitan markets in the Northeast and MidAtlantic regions of the

tinited States as well as in alifnriia As of lecemnber 31 2010 we owned or had niajoritv interest in

couiiiiunity and neighborhood shopping centers arid uiixeduse properties which are operated as 85

predoiiiiiiaiitlv retail ieal estate propects couiprising approxiriiately 18.3 uiilliori square feet Iii total the real

estate projects were 9394 leased and 3.2/ occupied at leceuiber 31 2010 Joint senture in which we own
3Y/ interest owned seven retail real estate projects totaling approximately uiilliori square feet as of

Ieceuiber 31 2010 lii total the point senture properties iii which we own an interest were 91 0/ leased and

90.4 occupied at Ieceriiber 31 2110 We have paid quarterly dividends to our shareholders continuously since

our fouridiiig in 962 and have increased our dividends p- coriinion share fur 43 consecutive ears

We were founded in 1962 as RlIl tinder the laws of the Iistrict of olunibia and rehurnied as RI iii the

state of Maryland in 1999 We operate in iiiannei intended to quality as RlI for tax purposes pursuant to

provisions of the Internal Revenue ode of 1986 as aiiiended the odej Our priticipal executive offices are

located at 1626 Fast Jefferson Street Rockville Maryland 20852 Our telephone nuniiher is 30 9988 Our

website address is non eileroiroItr oto lhie iii rriiation contained tnt nir websi te is not part of this report

and is not incorporated herein by reference

Business Ohjetives and Strategies

Our priniary busitiess objective is to own uianage acquire and redevelop portfolio of high quality retail

properties that will

pn ttect in ye st cap
it

provide increasing cash flow for distribution to shareholders

generate hi her ru erna row Ii than our peers rid

provide potential for capital appreciation

Our traditional focus has heeii and reniains on regional coiiinuiunity arid neighborhood shopping centers that

genierall arc aricfiored by gnoccry stores ale iii 1994 recogiii/irig tneiid of increased coiisuiiier acceptance of

retailer extanisioni to iiiann streets ss expaiided our inns estniienit strategy to include street retail and riinxeduse

properties he uiixeduse properties are typically centered around retail couiponent but may also include

oh ice resntlenitnal arid/or hotel coliiponieniis

ptr1umi .Slroius

Our core operating strategy is to actively riiaruage our properties to riiaxiiiii/e rents and niiainitairi
occupancy levels

by attracting arid retaining strong arid diverse base oh tenants and replacing weaker uniderperforuiirig tenants

wit hi st niger tiles prope riles are general cated in soil ie of he mm usi demise
pu ated rid ff1 tie nit areas

of the country Ihese stn
trig deniograph ics lie Ip tenant generate higher sales which has enabled us to

maintain higher occuparucv rates.c hamge higher rental rates and maintain steady remit growth all oh wliichi

increase the value of our portfolio Otir operating strategies also include

increasing rental rates through the nenewal of expiring leases or the leasing of space to new tenants at

higher ierutal rates while limiting vacancy and downtime



ihilnialnhlig dis ersit ed teilaili base iliereh liitiitiiig exposure iii itii\ one teiiilts financial or

ierailne dill iculties

ilihliiol lilt the iiierchiaiilisiiig iiii\ of liii ieilaiit base to achties balance ot strong national and

reeioiial leilailts viihi local specialty tenants

iiiiiiiiiiiiiiii.y 05 eihie.td oid opi ting ctsts

niuiitiiriiig the
pli\

sical appearance
of our properties and the coiistrtictioii qualit condition and design

of the tidings and other iniproveilients located on our properties to niaxiini/C our ability to attract

customers and thereby eiierate higher ieiits and uccupaiicy iates

des elopino local and regional itiarket expertise in order to capitiili/e nit market and retailing trends

fts eragliig the contacts and experience of out itiattageinent team to build and maintain longterm

relationships wih teiiitits itivesiors and hitiancing sotirces and

pros dnu e.reptio
tal custoitier sers ice

lob si/bC iFiiiti\

bit ins estriteilt strateg\ is to deploy capital at risk-adpusted rates of return that exceed our long-terni weighted

as ci ace cost of calittl iii projecis that have potential for future incoitie growih Our investments primarily fall

nh one of the folho
itig

tour categories

reiios atilig e\panduig reconfiguring and/or retenantuig our existing propeities iii take advantage of

under ntilietl land or esistitig square footage to iicrease revenue

icilos
atiiig

or es.pandoig tenant spaces tor tenants capable of producing higher sales and therefore

pa lug lncliei rents including expandmg space
available to an existing tenant that is pert ornnng well

hut is operatiiug out of an old or othiers se inetlucuent store torniat

aequning qualit retail properties and other quality properties
that have significant retail component

located iii densel populated or affluent areas here harriers iii entry for further deselopnient are high

ail that luase possibilities for enhatucmg operatnig pci forniaiice through renovation expansion

IConf ugiuratioii and/or relenantuig and

des eloping the ieiail portions of nnxed- use properties and deselopuig or otherv se investing iii other

portions of nosed use propetlies se alread own in order to capitahiie on the oserihl saltie created ill the

ni sed Ii se pn ipert ies

In Siiu ni ieruo

\\ lieu es aluate ptiteiitiah
redes ekupitient reienaiiiiiig exatsiuIi acquisition and developuiettt ippuituilities

55 consiuhei such t.itOiS as

lie expeLled ietnruis in rehaiion to our short and hong terni cost of capital as sell as the anticipated isk

sse ss ill face in achieving the expected ueturns

the anticipated gros iii rate oh operating income generated the property

the teitalit iii at ihe property
tenant sales peifuit nuance and the creditworthiness of those tenants

the ceographnc area ni hich the propert us located nicluding the population density and household

oucottues as elI as the population and inconie trends iii that geographic area

ciuiilletiti\e cuiiiditiuiiis itt the vicinity of the propert including coiiipetitioii for tenants and the ability

of other to create coiiipetiiig properties through redeveloputtent new construction or renosatiin
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fel1itl iiioiin tax on our taxable incoille including any applicable alternative niinimuni tax at regular

eoi poiate ales if sse tail to fualilv as Rill for tax purposes in any taxable year or to the extent we distribute

less thait to of our taxable iiicoiiie We will also generall iiot be perittitteti to quality for treatment as RHI

tot ledeiai uicoiiie tax purposes
for tour yeats following the ear during which qualification is lost lveti it we

qtiiiif t5 RIft for federal incoille tax purposes we ittay be subject to certain state anti local uicoiiie and

trauhise taxes and to federal inconie and excise taxes on our undistrihuted taxable income

We has elected to treat certain ot our subsidiaries as taxable RI.l subsidiaries fitch we refer to as RS in

geiietil IRS tiia engage in any real estate business and certain non-real estate businesses sublect to certain

hiinttitioiis nuder the ode IRS is subject to federal and state income taxes In 2111 21$ and 2DO our IRS

iuuned net income taxes/Irefunds of approxiniatel Sft4 million Sf1.5 tiullioti and SW.S utillion respectisel

ptitiiii
Is elated to sales of condonuniunis at Santana Rits and our uixestmeut in certani restaurant foint

eittiiies it Saiitan.i Ross

erotiterital Regulations ttTeeting Our Properties

and otu properties are subject to variet of federal state and local envuonnietital health satet and sitnilai

lass ilietiRtuic

the oniprehiensis Ins iroitinental Response ottipensatioi and iabilit i\ct itt o51 as attiended

55 mcli sse iefer to as IRi

lie Resi itirce tiriservat ion Recovers Act

lie federal lean ater Act

the Iedeial lean Air Act

lii o\ic Substances ontiol Act

die ciiip.itiou.il Safet lealtlt Act and

lie Aniet cans ss itli iisabilities Act

lIte .ippleatoii of these liss to specific propert\ that sse oss depends on ariet\ of propert\ specific

cit ttiiistaiices iiicltidiiig
the current and tornier uses of the property the building titaterials used at the ptopeit

anti the ph sical of the propert\
iider certain ens iiontiieiital lasss principall IRLA sse as the

155 tier oi operitoi of properties currently or pies
nitisly tiwned nia be required to nisestigate and clean tip

Let taut liaíardotis or toxic substances isbestoscontaining itiaterials or petroleunti product releases at the

miperts We iiia also be held liable to governtiiental entity or third paities for property daiiiage and for

iii estiuatitiii aiid clean up costs incurred in connection with the ctiiitaiiiination whether or not sse kness of or

sseie iespoiisihle ton such contailuination iii addition sonic environiuiental laws create lien on the conitaniiiiiated

sitC iii as tti of the gos eriiinieilt for danniages and costs it incurs in coniiection with the containiination As the

oss tei oi operator of ieal estate sse also nia be liable tinder citinnion law to third parties fiut danitges and

tntii iis iesultuig win ens ironniental coiitaniination enlailatinig ironi the ieal estate Such costs or liabilities

tttld esi eed the ahie of the affected real estate lie je mce of conttiinnatiou or the failure iii iemediate

ctttttuunatiou uia\ ails erset alict our ability to sell or lease real estate or to boritiss using the neal estate as

coil it ci

Netthiei e\istiiie etis iitiniuuetitil health safety and sntiiilii lass nor the costs of out coniipliaiice xs ithi these lass

tit tail material ads cisc effct on our financial conditiou or results of operatnins and inanageulent does not

hcltese the ss ill ui the future In addition sse liaxe not incuried and do not expect to incur any niaterial costs in

liabilities due it ens uttnnieutal coittanuiiatioti at propeities sse ctuientlv oss or hase ossned ui the past

lissexer sse caiiiittt predict the itlipact of new or changed laws or iegulations nit properties we currently own or

iits icqttuie in the tiittite We have tio current plans tot substantial capital expenditures with respect to

ttimpli.ince ss ithi ens tionniental health safety and similar lasss and we carry ensironiiiental insurance which

io\eis iiiiiiber oh ens tioninienital risks for most of oui properties



orupetition

Numerous coiiiiirercial developers and real estate companies compete with us with respect to the leasing and the

tltii5it11n of lWPerties Some of these corripetitors riiay possess greater capital iesouFces than we do although

we do not believe that arty single competitor or group of conipetitors iii any of the primary markets shere our

properties are located are dorrijirarit iii that nrarkem Ihis corlipetirioir iria

reduce the nurriber of properties available for acquisition

Increase the cost of properties available lot acquisition

interfere with our ability to attract and retain tenants leadi
rig

to increased acancv rates and/or reduced

Ferris and

adversely affect our ability to nriniiiiiie expeirses of operation

Retailers at our properties also lace Increasing cotupetition from outlet stores discount shopping clubs

superstores and other fortirs of marketing If goods and services such as ditect irrail intertiet marketing and

telemarketing llirs competition could contribute to lease defaults and insolvency of tenants

auIabk Information

opies of our Annual Report on Forrir 11K Quarterly Reports on Forrir urrerrt Reports on Ioirri sK
and arrieridrrrents to those reports filed or furnished

1ii5tiiiI1t
to Section 3a or 5d if the Securities lscliarige

Act of lt34 the Fxchange Act are available free of chaige through the Iris estors section of our sehsite at

as soon as reasonably practicable alter we electronically file the rriaterial with or furnish

the iriaterial to tIre Securities and Fxcharige mrilrissiorr or the SF

ur orporate oveirrarrce uidehirres ode of Husiness ondiict ode of ltliics applicable to our hid

lxecutrve fficer and senior financial otficers Wliistlebloser Iolicy organiiational dociririerits arid the charters

of our audit conlinrittee corrrpensation corlrrrrittee and rlorrrirratirig and corporate governance conriiirittee are all

asailahle in the oiporate Governance section of the Irisestors section of our ssebsite

Aiireirdrrierits to the ode of Ithics or ode of Business orrduct or ssaivers that apply to airy of our esecutive

officers or our senior financial officers will he disclosed in that section of our website as well

You rrray obtain printed copy of any of the fnegoing nrraterials from us by writing to us at Inisestor Relations

lederal Realty Investrirent lrust l2 Fast Jefferson Street Rockville Maryland 2U552



irii RISK IAURS

hi .\iiiitial Report on 1oriii lOI contains forwardlooking stateiilents within the illeaning of Section 27A of

the Securities Act of Sectum 21 of the Fxchartge Act and the Private Securities Litigation Reform Act of

iS Also dociiiiieiits that we incorporate by referetice into this Annual Report on loiiii 10K including

doiiiiieiits that subsequently tile with the SF will contain forwatdlookiilg statements \hemi WC refer to

liii tnl kuii siatcineiuts or uiihrniation imiuetimiues use rds such as nuav ill could should

p1 iiuieuds i\pecms helie es stimnates mtlclpates uid continues Iii ptitictilar the heI

tusk idol describe Ioi trd looking imiforiiiaiioii Flie misk factors describe risks that miua affect these statements

hut tie juot ill imucltusu particularly ith respect to possible tuture events Many things call happen that can

iatIse resuults to be different froiii those describe Ihese factors include but are not limited to the

tol IiO

Ri nue from our properties ma he relUcel or limited if the retail operatums of our tenants are not

successful

Ri eiiue lioiiu out properties depends primiuanly on the abilit\ of our tenants to pa the lull aiiiount of ment and

01111 ih iges duui iuudei their leases on tinueI basis Some of our leases provide for the pavmiieiit mi addition to

Iiie ciii of additional rent alms the base aniount according to specified percentage of the gross sales

geiuerateul hs lie tenants and generallY provide for reutibursenuent of real estate taxes and expenses of operating

lie pioeit\ flue curreiit ecoiioiuuic conditions mmuay imiipaci the success of otii tenants retail operations and

therefore the aiiioiliit of remit and expense reiitiburseiiieiuis .e ieceise froiuu our tenants We have seen somlue

icriuiiis expel iciicuiig declining sales sacatilig earls failing to pay rent on tiiuuel basis or filing for bankruptcy

us sxell is seekimue rent relief front us as landlord Any reduction in our tenants abilities to pa base tent

peteeniuce rent iii otliei charges on timely basis including the filing b\ an\ of our tenants for bankruptcy

putediioul ill idxcisel affect our financial condition and results of operations In the eveilt of default hi

teritiit xse iiia experience dela and unexpected costs in enforcing our rights as landlord undem lease terms

Iiicli nua also ads crsel affect our financial condition and results of operations

ur net income depends on the success and cofltiflUel presn of our anchor tenants

uii id uncoiiic could be adsersel affected in the esent of downturn uu the business or the bankruptcy om

iilsolseiui\ ot ait\ aiicliom store or anchor tenant Anchor tenants generally occupy large aiuiounts of squame

ltoiugc pa\ significant portioti of the total rents at propemtY
and contribute to the success of other tenants by

di uss tug sugnificaiut muuimubers of customners to propemty Flue closimig of one or itiore anchor stoics at property

could ads eusel affect that propemtv and result in lease termiuimiations by or reductions in rent from other tenants

hose leases uua peruini terminnatiolt or remit reduction iii those circiulustamices or hose ox operations miua

stiller us exult As result of the current econommuc conditions xxe has seen decrease in the miunihem of

ieiutiuts is io fill anchor spaces lheref ore tenant deniand for certaiti of our anchom spaces nia decmease

and us result sse uia see an increase iii vacanc\ and/or decrease ni ients for those spaces
that could hase

uegtt nupact uur net uiuconie

ina be unable to collect balances file from tenants that file for bankruptcy protection

II ueiu.uuii or lease guuaramitom files for bankruptcy we nuay not be able to collect all pre-petitiomu amounts tsed b\

thu
lkuut\

In adduuiouu temuamit that files for bankmuptcv protection nua terumuimlate our lease ui which event we

uilul has getueral unsecured claim that ould likely be for less than the full amount owed to us for the

iuruuamulei of the lease termiu xx Inch could adversely affect our financial condition amid mesuults of operation

ma experience lifTiculty or delay in renewing leases or releasing space

dense iiuosi of ouu iesenue directly or indirectly from rent meceised from our teitants We are subject mu the

ks that
tupomi expiratiomu or termination of leases xxhiether by their terilis as mesult of tenamut bamikruptc



general econoiiiic conditions or otherwise leases br
space in our properties i1ii1 nOt be renewed space iIIaV not

he released or the terms of renewal or release including the cost If required renovations or concessions to

tenants niay be less favorable than current lease terms which may include decreases in rental rates As result

our results of olerat ions arid our net income could he reduced

The amount of debt we have and the restrictions imposed by that debt could alversely affect our tusiness

and financial condition

As of ecemher 2110 we had approximately billion of debt outstanding that outstanding debt

approximately $5 16.7 roil ion was secured by all or port ion of of our real estate projects and approx niately

559.9 million represented capital lease obligations on three of our properties In addition we own 3Y/ interest

in joint venture that had $57.6 million of debt secured by four properties as of lecemher 31 2010

Approximately $1.7 billion 957 of our debt as of lecemher 31 20W which includes all of our property

secured debt and our capital lease obligations is ti xed rate debt ur joint venture debt of $57.6 million is also

fixed rate debt Oui- organiiational documents do not limit the level or amount of debt that we illay incur the

amou lit if our debt outstandi
rig

from time to time cou 11 have important consequences to our shareholders For

example it could

require us to dedicate substantial Pitioi1 of our cash flow froni
operations to payiiients on our debt

thereby reducing funds available for operations property acquisitions redevelopnients and other

appropriate business
opportunities that may arise in the future

11111 it our ability to make distributions on nir outstanding common shares and preferred shares

iiiake it difficult to satisfy our debt service requirements

require us cled icate increased amounts of our cash flow from operations tI pay inents on debt 11011

refinancing or on our variable rate unhedged debt if interest rates rise

limit our flexibility in planning for or reacting to changes in our business and the factors that affect the

profitability of our business

limit our ability to obtain an additional debt or equity fiiiancing we may need in the future for working

capital debt refinancing capital expenditures acquisitions redevelopiiients or other general corporate

PU rIoses obtai ii such finan ng on favorable terms and/or

liiiiit our flexibility in conducting our business which may place us at disadvantage coiiipared to

coilipetitors with less debt or debt with less restrictive ternis

ur ahitiiv to iiiake scIkltited payiiieiiis ot the principal of to pay ilielest on or to ilfiilaiic OLii iiiILbtIlikss

will depend piiiiiaiily on our future peifoiiuance which to certain extent is subject to economic finaiicial

competitive and other factors beyond our control Ihere can be no assurance that our business will continue to

generate sufficient cash flow troiii operations in the future to service our debt or illeet our other cash needs If we

are unable to generate this cash flow froiii our business we iiiay he required to refinance all or portion of our

existing debt sell assets or obtain additional financing to illeet our debt obligations and other cash needs

including the paynient of dividends required to milaintain our status as real estate iiivestiiieiit trust We cannot

assure you that any such refinancing sale If assets or additional financing would be possible on ternis that we

ni Id find acce Pttb Ic

We are obligated to comply with financial and other covenants pursuant to our debt obligations that could

restrict our operating activities and the failure to comply with such covenants could result in defaults that

accelerate payment under our debt

Our revolving credit facility and certain series of notes include financial covenants that may liiiiit our operating

activities in the future We are also required to coiiiply with additional covenants that include aiiioiig other

things provisions

mel at
ng

he ii ia in te na rice of pn pert securing ni ntgage



testrictliw our ahilit to pledge sets or create liens

Cstii.tiiit titit ibilit\ to itictit additional IelI

iisuictIiii till ibilit to aiiietid or tiiolit\ existing leases at properties securing liowtgage

restriCtiit out abilit to ether into transactiotis tb ttiliiies and

striCtiiW our tbiliv to oii tliditi lh1ertL or sell all or suihsttiitiallv all ot out assets

it eceiiiber It we xere iii coiiipliance with all of our htiaiicial covenants II xxe were to breach any of

lull debt coseiiaiits iiicliidiitg
the coveliatits listed abose and did not cuiie the breach xs ithiii an applicable cure

pci od out lenders could require us to iepa the debt iiiiiiiediatel and it the debt is secured could iiiiiiiediatel

beLlit proceedings to take possession ot the property secutiilg the loan Maii of our debt ariatigeiileiits including

out public notes and our resols inc credit tacility ale crossdetaulted which iiiearis that the tenders under those

debt trrailcettients Lan pull us in default and require iiiiiiiediate repavitient of their debt ii we breach aiid tail to

Luiti .1
detauli uiiidet certaiii of our other debt obligations As result an detault under our debt coxenants could

has in ils else effect on oun financial cotiditioti our results ot operaliotis our ahilit to tneet our obligations

iit itli market alue ot oui shares

ur le elopnwnt actiities tiase inhtrent risks

tIlL eiotitid up deselopitietil of ittiproveiliethts on real property as opposed to the remts atioii and redevelopment

if C\IstlilL iiiipros iiiiettts piesetits suihsttiitiil tisks We generall do not intend to uiiidertike oil otir own

LollslruiLtloil of an nes large-scale nuxed-use ground-up developnieiit projects however xe dut uiteitd to

coriiplete the dexeloptiient aith cotlstflietiou ot rettlaining phases of protects we already have statted such as

Saittatia Ross iii San Jose alifornia arid Assettthlv Row in Somerville Massachusetts as well as ati tutuite

redes elopttieiit utl Mid Pike Plaia in Rockville Maryland We itia undertake developtitent of these and other

ii it is juistifiable on risk-adjusted return basis We ttia also choose to delay cottipletion of pioject it

nlal ket iindiiiotis do 11th alloss an appropriate return It cotiulitions arise and we are not able or decide not to

Loltijlete projeLt or if the expected cash floss of 11111 proJect do not exceed the hook alue au iiiipairihleitt
of

the ptoject ttia be required additional phases of an of our existing proJects or if
atiy

new projects ale not

iii It tla\ ads ersel altect our financial condition and results of operatlotis

.\ ke cotllpoiletit ot our des elopttient at Assembly Row is the developiiietit of public infrastructuire this

itiLluides the loads tlirouigliouit
the protect as sselt as the building uit 1Stop wInch is stop on tite gieatel

Hostoti areas suhss s\ stem adjacent to our property
While ss will contribute sigtiiticantty to the

ltltlastrliLttire deselopttient we also expect to receive suibstauttial public funding for the project The fitial funding

decisioii and attioutit luosseser is tint of our control and therefote there can be no assuirance that we will receise

the puihl ic tiinditig It ss do not receive adequate public unding or necessar govertitnent approval for tStop

at the ptopert\ the project iiiav not provide justifiable risk adjusted tetuirtl uesuiltlng in tetiiporat ur

peitlauletit hold on the prolet and writeott of portion of the proJect

Ill iuhditioti to the risks associated xs ith teal estate investment itt general as described elsewhere the risks

asi.iciateul ss thi ouir letilalilitig developitietit actis ties include

sigiiilicaiit
tulle lag between coninienceulient and stabilitation subjects us to greater risks due to

luctuatious iii the general econoni

or inabilit to obtain construction or perttianent financing on favorable terms

failuiie ot iilabilit to obtain public funding trultti goseruitiiental agencies to fuind ititrastiuctuire projects

sPetluhituue of iuione\ and tittie on prlets that uiia uies el be coitipleted

itiabilit to achiex projected rental rates or anticipated pace of leaseup

to



Ii igher than est titated coiist ruct ion or iperat ng costs inc tiding labor and material costs and

lsihle dela iii completion prJect because of miumiiber of factors including weather labor

disriiptuni.coustructnm delays or delays in receipt of /oning or other regulatory approvals acts of

tern ir or other acts of violence or acts of od such as fires earthquakes or flXds

Redevelopments afll ttlL1i5it1011s may fail perform as expected

ur investilleilt striiteg\ mitcltides the iedevelopimieiit and acqtiismtiou of comlimnunity and neighborhood shopping

ccli te is and it her pope it Iis iii ile misc lv pi p0t ated areas wit ii hi
gli ave rage uselR dd ncoine and

gii
ficant

harriers to addine coillpetmtmve retail supply Ihe redevelopment and acquisition of properties entails risks that

include the following any of which could adversely affect our results of operations and our ability to meet our

mh Ii gat nis

our estiiiiate of the costs to luiprove lepositioii or redevelop property may prove to be too low or the

tiilie wc estitilate to comiiplete the mrlipmovemllent repositioning or redevelopment may be too short As

result time property tiiay fail to achieve the returns we have projected either temporarily or for

longer me

we may tiot he able to identify suitable properties hi acquire or may he tinahle to complete the

itciftiisitiOii
of the ProPerties WC identify

we may mu it be able to integrate an acq Li sit ion into our existing operations successfu fly

properties we redevelop or acquire nuty fail to achieve the occupancy or rental rates we project within

tIme bite fratimes we piullLt at the time we make the decision to invest which may result in the

pioliitil.s faihiiic to ichiice the ietuitls \vi liOpCiteil

our pieacquisition esaluatioti of the physical condition of cacti new investment may not detect certain

detects or identify necessary repairs until after the property is acquired which could significantly

iilcrease our total acquisition costs or decrease cash flow from the properly and

tmii in vest igat ii iii of property IF but kit ng prior to oti acquisi ion and
any representations we may

receive front the seller of such building or property may fail to reveal various liabilities which could

reduce the cash flow front the property or increase our acquisition cost

Our ahilit to grow will be himitech if we cannot obtain adIitioflal capital

ur gr wt st rategv is mcused on the redevelopment of properties we already owtt and tile acqu ion of

additional propemties We believe that it will be difficult to fund our expected growth with cash front operating

activities because itt addition to other requiremettts we are generally required to distribute to our shareholders at

least of our taxable nconme each year to coot nue to qualify as il1 for federal income tax purposes As

res Lilt we ni st rely pri titan in the availability of debt or eq it capital which may or may not be available

on favorable tennis or at all leht could include the sale of debt securities and mortgage loans front third parties

While we were able to comisii titillate fi nanci ugs
dun ng 09 and if economic condm ions and conditions in

the capital umarket are not fivorable at the rue we need tim raise capital we may need to ohtai capital ott less

av mrahle termims than iii recent years for debt Ii nancings qtiity capital could include our coiiiiiton shares or

pmeferied shares We cimmiiot guariiiltee that additional financing refinancing or other capital will he available iii

the aniounts we desire or on favorable terms Our access to debt or equity capital depends on number of factors

mnmcluditmg tfie imiarkets perception of our growth potential out ability to pay Imvmdends and our current and

ptmtentiml future earnings lepeiidimmg on the outcotile of these foctors as well as the iulpact of the econoniic

environment we could experience delay or difficulty iii implementing our growth strategy on satisfoctory terms

or be unable tim itimplemmmemit this strategy



Rising interest rates could adversely affect our cash flow and the market price of our outstanding debt and

preterre1 shares

our approxintateI SI billion of debt outstanding as of leceniber 31 2110 apioximatCIy S.4 million

hears interest at nab rates and was hedged We iii ay irn add it ma ti nd at an able interest rates in

the fiituie Iiicreases ii interest rates would increase the interest expense on our variable rate debt arid reduce our

cash flos svhiichi could adversely attect our ability to service our debt arid iiieet our other obligations arid also

could reduce the aniouiil se are able to distribute to our shaieholtlers Although we have in the past and iiia in

the tilure enter into hedging arrangements or other transactions as to all or portion of our variable rate debt to

unit our exposure to rising interest rates the amounts we are required to pay under the variable rate debt to

Inch the hedging or sitiiilar arrangements relate may increase iii the event of nonperformance by the

en nuriterpart ies to an of our hedging arrangements In add it non an increase in market interest rates ma lead

ptiichiasers of our debt securities arid preferred shares to deriiarid higher annual yield which could adversely

affect the iriarket price
of our outstanding debt securities and preferred shares arid the cost arid/or

tiiiiiig
of

ref iiiancirig or issuing
additional debt securities or preferred shares

The market value of our leht and equity securities is sutject to various factors that may cause significant

fluctuations or volatility

As ss ithi other piihlicl traded securities the riiarket price of our debt and equity securities depends on various

factors Inch iiia change tioni tinie to time and/or niav he unrelated to our financial condition operating

lxrfornliaiiLe or prospects that niay cause significant fluctuations or volatility in such price Ihese factors

include anioug others

neiieral economic and financial market conditions

fts ci and trend of ulterest rates

our ahilit to access the capital markets to raise additional capital

the issuance of additional equity or debt securities

changes iii our funds front operations 110 or eariiiitgs estiniiates

han ge in our debt or aria st ratings

oui Iiiiancial condition and performance

iiiarket perceptioii of our business corinpared to other RllIs arid/or

iiiarket perceptioii of R1lls in general coniipared to other iiisestnnieiit alterniatises

Our performance and value are subject to general risks associated with the real estate industry

inn econonnc lert1irniiiriLe and the value of our real estate assets and consequently the value of our

iris estniieiits are subject to the risk that if our properties do not generate revenues sufficient to nieet our operating

expenses includitig debt service arid capital expeiidittircs our cash flos arid ability to pay
distributions to our

shareholders will he adversely affected As real estate cotnipaniy we are susceptible to the following real estate

ininIustr

Idi inionni dow ii ii rn in ge riera or in the areas where oti pmt pe i-ties are neat ed

adserse changes in local real estate niarket conditions such as an oveisuppl or reduction iti denniand

changes in te nail pre crc rices that red tree lie attractive ness of our pr ipert es to te niaiit

/oriinig or regulators restrictions

decreases iii iiiarket rental rates

seather conditions that niay increase or decrease energy costs and other weatherrelated expenses

costs associated with the riced to periodically repair renovate arid release space and

12



increases in the cost of adequate iuai ntenance insurance and oilier operating costs inc ludi
rig

real estate

taxes associated with One or more properties
which may occur even when circumstances such as

iriarket factors and conipetition cause reduction in revenues from one or iiiore properties although real

estate taxes tvpicall do not increase upon reduction in such revenues

ach of these risks IU Id result iii decreases in market rental rates and iicreases in vacancy rates wh cli could

adversely affect our financial condition and results of operation

\lan real estate costs are fixed even if income from our properties decreases

ur financial results depend primarily on leasi
rig space iii our properties to tenants on terms ftvorahfe Us

ost ass ic ated wit Ii real est ate in vest nie nt tic Ii as real estate taxes inso ra nec and 111 ai ii tenance costs genera fly

are not reduced even when property is not fully occtipied rental rates decrease or other circurlistances cause

reduction in income from the property As result cash flow from the operations of our properties may he

reduced if tenant does not pay its rent or we are unable to rent our properties on favorable terms Under those

ci ic ti iii st rices we nrii lit mit he able to en rce our rig lit as land lord wit ut IC lays and iii ay incur substa iii al

legal costs Additionally new properties that we may acquire or redevelop may not produce any significant

revenue nuniediatel and lie cash flow troni exist
rig operat ions may he insufficient to pay lie operating

expenses and debt service associated with such new pr perties until they are fully occupied

Competition may limit our ahility to purchase new properties and generate sufficient income from tenants

Nurirerous coiririrercial developers and real estate coiripatiles compete with us in seeking tenants for our existing

properties arid propertris for acInlsition Ibis Coililetitioii irray

reduce properties available for acquisition

increase the cost of properties
available for acquisition

reduce rents payable to us

interfere with our ability to attract and retain tenants

lead to increased vacancy rates at our properties and

adversely affect our ability to tiiitiitiiite expenses of operation

Retailers at our properties
also face increasing cotripetitioti from outlet stores discoutit shopping clubs and other

foriris of ii iarket
rig

of
go ids such as direct niai nitertiet market

rig
and te lernarketi rig

lb is coiiipet it ioti cou Id

ct nit ri hute ii lease de fau Its arid in ye ncy of tena nt If we are tiahl to nit in tie to attract appn pn ate retail

tenants to our prolerties or to purchase new properties
iii our geographic markets it could materially affect our

abiy generate net nc uric service wr debt and nirake di strihut ions to our sharelR dders

We iiiav he tinahle to sell properties when appropriate because real estate inestmetits are ilIi1uid

Real estate itivestrirents generally cannot he sold quickly In addition there are sonic litiritatiotis under federal

iicoiiie tax laws applicable to real estate arid to RIlls ri particular tliiit may liiiiit our ability to sell our assets

We may riot he able to alter our portfolio prorirptly in response to changes in economic or other conditions

including being unable to sell property at return we believe is appropriate due to the economic environniient

ur inability to respond quickly to adverse changes in the performance of our inivestmiienits could have an adverse

effect on our ability to iiieet our obligations amlf make distributions to our shareholders

OLIr insurance coerage on our properties ma be inafequate

We currently carry conuprehetìsi ye insurance on all of our properties nc udi
rig

nsuratice for Ii ahi lit tire flood

rental loss and acts of terroristu We also currently carry earthquake itisurance oti all of our properties
in
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iliftiriiia and ens iroiiiiiental insurance on most of our properties All it these policies contain coselai.e

Iiiiiitatioris \c believe these coverages ire of the types and amounts customarily obtained for or an os ncr of

similar i\ pes of real properly assets located in the areas where our properties are located We intend to obtain

\lllliIii iiisilianLc LoS citce tin subsequently acquired properties

tic as ail.ibilit of milsurance coverage may decrease and the
prices for insurance nay increase as consequence

ii siriit ILaiit losses incurred the insurance industry As result sse iiia be unable to renew or duplicate our

iii ciii llisiimitliLl cos erace ni adequate irnouriis or tt reasonable prices In addition nisliramice colnlariies iii\ lit

Iiiilccm of em eoscraec acammist certain t\ pes of losses such as losses clue to terrorist acts arid toxic iriold or

iii Lied he c\pciisc of obtaining these types of insurance riia riot he justified We therefore mna\ cease to have

iI1ii aiicc ci eraiie aizamnsi certain types of losses and/or there Irma he decreases ri the hititits of insurance

as ailable It an iiiiinsured loss or loss in excess of our rrisured Iiriiits occurs we could lose all or portion of the

L.IJiial sse liase invested iii property as well as the anticipated future revenue trormi the property hut still

Linumi ohlieated for ari mtiortiiage debt or other finaricral obligations related to the ptopetty We cantiot

cilamaritec that imiaterial losses in excess of insurance proceeds will riot occur ri the future If any of our properties

ss cie to i.perieiice ii catastrophic loss it could disrupt seriously our operations deli re\eitue arid result in large

L\lcmmses to repair or rebuild tIre liopettY Also due to inflation changes in codes and ordinances eits irontniental

Liisilematmitris arid other factors it iiiav not he feasible to use insurance proceeds to replace building after it has

heeii dimimaicd or olestroed further xe milay
be unable to collect itisuranice proceeds if our mrlsureis are unable to

or Lomilest elummm l.sents such as these could adsersel affect our results of operations arid out ahilit to

mieci olui obligations including distributions to our sliateholders

ma have limited flexibility in dealing with our juintly owned inestnient

liii imcaui/itiomial docunierits do not lmmniit the amount of funds that we nia ifl\est mi properties and assets

tied uinl ss iili otlici persons or eriiitie As ott leceniber 31 2111 we held three pmedoriiinaritl retail ieal

et.iie ploo.eN oimiIl itfm oilier persons ni addition to our lonit senture ss ithi affiliates of discretionary lurid

ILaicot tiil .Rl5 ied lN lariori lartmiers lariomni lauius Nesxbur Street IV II united Partnership

\css hiii Sued Iartrieisliip and properties os mmcd
mi

dos miRl II structure We mar iiiake additional joint

its osuiiiciii iii the tuitutme Our existing arid future nut irivestirierits nay subject us to special risks iiicludiiig the

pihhiu\ ihiiii our pamtmieis or coitisestois nnghiu become bankrupt that those partmiers or co-imrseslors might

eL omionilc oi oitliei business interests or goals which are tnilike or incompatible with our business interests or

liar ihiose
pamimiers or coirisestors night he iii position tot take action contrary to our suggestions or

uisiiiictiomis or ni oppolsiiion to our policies or objectives and that disputes miia\ deselop iihm our joint vemituite

P.imtriers 05 er decisions affecting the property or the point venture which rnna tesnli nm litigitrorn tin arbitration or

stHiic oilier Ionrmn of dispute resolution Although as of lecernher 2010 we held the nnarmaging general

itiiiershmip or imiennihership interest in all of our existiitg coirrvestrnuerits except Newbury Street Partnership we

lutist obiainm ihe consent of the coiirnyeston on meet defined cnutenia to sell or to hrnance these properties Joint

oss icrshiij gis Ls third party the opportunity tom influence the return we carl aehreve on sonic of oiur mnnvestnnients

niii idoemscl affect ouir ahilitv to make distributions to our shareholders We mmia also he liable for the

to lii its if otul Lot mis estoirs

ii Piil 214 sse eintened mnmto loirit venture with laniorm tor purposes of acquiring properties Although we

aic the mulamiagirig gemieral partner of that entity we have only 30 ownership interest in that entit\ Our

tiiem ronisemnt is required to take certain actions ss ithn neslect tom the properties acquired by ihe senture arid as

.1 esuhi sse imia nomt be able to Like actions that se believe are necessary or desirahle to protect or increase the

oIuie oil the pmompenty or the pipentys income strearni Pursuant to tbne teriins of out partnership se nniust obtain

itili pa iiiLi Lomiseui too do the fodloss trig

LfliLi limit fldSS imichoir tenant leases rnuodmfy existing anchor tenant leases or enufonce reiniedies against

iIiLhio
li tenants

iii..ikc Leriaiii repairs mennmsationns on other chianuges on inimprosernienuts to proipenties amid

sell omr fimianice the property with secuuned debt
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Ihe terms of our partnership require that certain acquisitioil opportunities he presented first to the joint venture

which limits our ability to acquire properties for our own account which could in turn limit our ability to grow

Our Joint venture with Clarion is subject to buy-sell provision which is customary for real estate joint venture

agreements and the industry itlier partner may initiate these provisions at any ti inc which con 11 result in either

the sale of our interest or the use of available cash or borrowings to acquire Clarions interest Our investment in

this joint venture is also subject to the risks described above for jointly owned investments As of December 31

2010 thk joint venture owned seven properties

In addition in May 2010 we formed Newbury Street Partnership joint venture liiiiited partnership
with an

affiliate of Taurus Investment Holdings IA Taurus which plans to acquire operate and redevelop up to

S2 inill ion of properties located pri man
ly

in the Back Ray sect ion of Boston Massachusetts We do not serve

as general part ncr or manager for this joint venture however taurus must ohtai ii our consent for certain major

decisions ur joint venture with Taurus is subject to buysell provision which is customary for real estate joint

venture agreements and the industry The buysell can he exercised only in certain circumstances through May

and ii iay be initiated by either party at anytime thereafter which could result in cit her the sale of on

interest or he use of available cash or borrowings to acquire taurus interest As of eceinber 20

Newbury Street Partnership owned two mixed-use buildings on Newbury Street

laws and regulations could reduce the value or profitability of our properties

All real property and the operations
conducted on real property are subject to federal state and local laws

ordinances and regulations relating to hazardous materials environmental protection and human health and

safety tinder various federal state and local laws ordinances and regu
kit ions we and our tenants may be

required to investigate and clean up
certain hazardous or toxic substances released on or in properties we own or

operate and also may be required to pay
other costs relating to hai.ardous or toxic substances ft is liability may

he imposed without regard to whether we or our tenants knew about the release of these types of substances or

were iesp itisi ble for their release lhe presence of contain nation or the fii tire to properly reiiiediatc

contanli nat ion at any of our Irtperties may adversely af feet our ability to sell or lease those properties or to

borrow funds by using those properties as collateral The costs or liabilities could exceed the value of the affected

rca estate We are mit ware of any environmental condition with respect to any of our properties that

management believes would have material adverse effect on our business assets or results of operations taken

as whole lhe uses of any of our properties prior to our acquisition of the property and the building materials

used at the property are among the propertyspec
lie factors that will affect how the en ironmitental laws are

applied to our properties If we are subject to any material environmental liabilities the liabilities could adversely

affect our results of operations and our ability to meet our obligations

We cannot predict what other environmental legislation or regulations will he enacted in the future how existing

or future laws or regulations will be administered or interpreted or what environmental conditions may he found

to exist on the properties in the future Compliance with existing and new laws and regulations may require us or

our tenants to spend funds to remedy environmental problems ur tenants like many of their competitors have

incurred and will continue to incur capital and operating expenditures and other costs associated with

complying with these laws and regulations which will adversely affect their potential profitahi Ii ty

our tenants must comply with environniental laws and meet remediation requirements Our leases

typically mnpose ol1 igat ions on our tenants to indemnify us front
any compliance costs we may incur as resu It

of the environmental conditions on the property caused by the tenant It lease does not require compliance or ml

tenant fails to or can iii em nit ply we con Id he forced to pay
these em st If not addressed en viii inc nta

conditions could impair our ability to sell or release the affected properties in the future or result in lower sales

prt or remit paymlients
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he Americans with Iisabilities Act of 1994 could require us to take remedial steps with respect to existing

iiewR acq UireI properties

tii e\IstitIi pttItitIcs as welt as properties we tiit\ acquire as cotttiiiercial facilities are requited to comply

iii tie III of the .\Inerlcans tb lrsahilities Act of l9 Investigation of property may reveal

1111 ciupliittce ith this \ct ihte tequiretilents of this Act or of other federal state or local laws or regulations

us Illa\ chattee
it

tite tuttire and restrict further renoations 11 0111 properties with respect to access hot disabled

I50115 IlittiR Lotiipliaiice ssitht this Act ina requitte expensise changes to the properties

he reenues generated by our tenants could be negatively affected by various federal state and local laws

to which the are subject

tint out tenants uie subiect to wide ratige of federal state and local laws and regulations such as local

lisiluL i1luiteilleilts consuttler protection laws arid state arid local fire lifesafety arid similar requirements

that affect the use of the prprties Ihe leases typically require that each teitant cortiply with all laws and

teettiattoits Iaihuire to coittply could result in fines by govertititetital authorities awards of damages to private

it ILalits 01 testrictiotis on the ability to conduct business ott such properties Noncotiipliatice tif this snt could

educe our es littIes ttottt tetlattt could require us to pa penalties or fines relating to atuv tioticottipliance and

tuRf uls ci sets it lect our ibtItt to sell or lease property

ailure to Itlalih as RFIl for federal income tax purposes would cause us to be taxed as corporation

hich oiild substantially reduce funds available for payment of distributions

belies that sse ire orgaitiied and quialtfied as RI fr federal incuitie tax purposes
and cuirietitly intend to

pci ate iii iiiaiiiiei that ill allos us to contittue to quality as Rll under the ode lowever we cannot

usture you that sse ss ill ietttattt qualified as such in the future

uuuitt leituolt as .i Rid itt ols es tfie application of highly techitical and complex ode
pros isions and applicable

ilL nile teetitattoits that hase beeti issued tinder the ode ertairi facts and circumstances not entirely within

iii OlitiOl itay affect our ability to qualify as RH lur exaniple iii order to qualify as RFIl at least 95e/

our cioss ticotite itt ait seat tttust be derived trout quaifvtng tents and certain other income Satisfying this

IcLiuuutettteitt
could be difficult for exaiuiple if defwlts by tenants were to reduce the amount of income from

iuuultt uite etits .\s kill we must generall make annual distributions to shareholders of at least 9V7 of our

tltcoiuie lii addttioti tie legislation new regulations new admittistrative interpretations or new court

suits ita siuuiticatitly change the tax laws Ui respect to qualification as RI or the federal income tax

iusetuiiueis of stluhi
iiuialuficatioui

Ii \\LtauItoiuI.ultt\ .isakhll

sse s.ouild tiot he allowed deluctiun for distributions to shareholders itt computing taxable income

se ssouuld be suhpect to federal incotite tax at regulat corporate rates

.5 could he suuhtect to the federal alternative ruiniruiurul tax

unless sse are eiitttled to relief under specific staturtory pros isums we could riot elect to be taxed as

kill for four taxable years following the sear duting which we were disqualified

sse could he required to pay srgniftcant income taxes which would substantially reduce the funds

available for itivestunerit or for distribution to otrr shareholders for each year in which we failed or were

tot pet totted to qualify and

55 55 otuld uto longer be iequired by law to itiake atly dtstributiotts to our sharehiofders



We may he required to incur additional debt to qualify as RFFI

As RH we must generally make annual distributions to shareholders of at least 9W of our taxable income

We are subject to ncoine tax on aniounts of Li ndi stii huted taxable ncoine and net capital gai ii In addition we

would be subject to excise tax if we fail to distribute sufficient income to meet niininiuin distribution test

based on otii ordinary incolile capital gain and aggregate
undistnbuted income from prior rears Wi lilkrlf to

make distributions to shareholders to comply with the odes distribution provisions
and to asoid federal incotile

and excise tax We may need to borrow funds to meet our distribution requirements because

our iiicoiiie iiia lot be iiiaiclied by our related expenses at the tulle the luetulie is considered received

Ii pu rpi ses of fete rm in
rig

taxable nci nrc rid

nondeductible capital expendituie.c feat ion of reserves or debt service reqniieirients may red iice

as ai fable cash but not taxable income

In these circiiiiistairces we iiiighit
have to borrow funds on terulls we might others use find untavoiable and we

may have to borrow funds eveti if our inanageillent believes the market conditions make borrowing lunancuallv

unattractive urrent tax law also allows us to pay portion of oLif distributions in shares itistead of cash

lo maintain our status as REIl we limit the amount of shares any one shareholder can own

ihe ode imposes eertai ti litnitations on the owtiership of the stock of REIl lor example not tuore thati V/

in value ot our outstanding shares of capital stock may be owned directly or indirectly by live or fewer

individuals as defined in the ode during the last half of any taxable year To protect our RhIl status our

declaration of trust prohibits any one shareholder from owning actually or constructively uriore than 9.% iii

sal tie the out standing common shares or If any class or series of out standing pref erred share.Ihe

constructive ownership rules are complex Shares of our capital stock owned actually IF constructively by

Oi of related individuals and/or entities may be treated as constructively owned by one of those individuals or

entities As result the acquisition of less than in value of the outstanding coinnion shares and/or class or

series of preferred shares or the acquisition of atì interest in an entity that wirs coni mon shares or pref erred

shares by an individual or entity could cause that individual or entity or another to own constructively tiiore

than in value of the outstanding capital stock If that happened either the transfer or ownership would be

void or the shares would he transferred to charitable trust atd then sold to someone who caii owir ise shares

without violating the 9.W ownership limit

Ihe Board of lrustees may wai se these restrict ions on caseby case basis In addition the Board of lrustees

and twothirds of our shareholders eligible to vote at shareholder meeting may remove these restrict ions if they

determine it is no longer in our best interests to attempt to qualify IF to continue to qualify as RIll FIre 9%
Iwtiersh restrict iotis may delay defer or pre vent transact ion or ehatige of our control that might invol se

premi Li iU price for the ci mtnon shares or otherwise be in the shareholders best interest

We cannot assure you we will continue to pay dividends at historical rates

Our ability to contitrue to pay dividends on our common shares at historical rates or to increase our iOiiiiliOti

share dividend rate and our ability to pay preferred share dividends and service our debt securities will depend

on number of factors including among others the following

our financial condition and results of future operations

tIre pertorirrailce If lease teriris tenants

the terms If our loan covenants arid

our ability to acquire finance develop or redevelop and hease additional properties at attractive rates
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do Ill lllalIltilIl 01 iRiase the dis iIetiI lii flit COiflhllOit shares it could have an adverse effect on the

iii kci
pi

ice of out cilIlititull shares and other securities An preferred shares we may uttfer in the future may
ised di Rheild rate that oiild not Increase with any increases in the dividend rate of our common shares

iu eusek pa iuueili of di iIeilds Oil lIlt COiltllOTl .haies nay be subject to payment in lull of the dividends on

aii pielLiied sliues allI Itient If interest ifl any debt securities we may offer

ertain lax and anti-takeover provisions of our declaration of trust and bylaws may inhibit change of

Pill tipiitipil

till sioius LolItaliled iii our declaration of trust and bylaws arid the Maryland General orporation Law
ts uppIi able to \laiy land kIlls nay discourate third patty troni making tender offer II acquisition

posal to us If this cre lu happen it could delay deter or change in control or the removal of

e\liillC llltii itese ptus 15111115 also niay delay or prevent the shareholders trom receiving premium for

thu LOttillilIll shi \F thieii ptisiiiliiie market prices lliese provisions include

lie kill ossiiersliip unit described above

illilllIi i/aiioil of tile issnaiice If flit preferred shares with preferences or rights to be determined

lie lb 11 If Flistees

special lilecIills of our sliarehokkrs iiiay be called only by the chairman of the hoard the chief

\II.liit\ offucii the piesiterit by one-third if the trustees or by shareholders possessing no less than

if ill the soles entitled to be cast at the iiieeting

lie lbiih tf Ii tlsteis ss ithout shareholder sote can classify or reclassify untssued shares of heneticial

iiiteiesl lIlchtulln the ieclassiticatioti of coiiiiiioii shares into preteiied shares and viceversa

.1 fl thirds sharehokler sote is required to approve sortie amendments to the declaration of trust

RIS thee liotiee relilieiiliiits for proposals to he presented at shareholder meetings and

shareholder rhelits plan that prsides atiiorig other things that when specified events occur our

shaiehioldens ill he ciutitled to purchase trout us number of eontinon shares equal in value to two

lilies the ptinchase price which initially will he equal to Sf15 per share subject to certain adjustments

In uhhitiohl if sse elect iii hi goserned by it in the tutuie the Maryland control share acquisition law could delay

01 hRs clii Lhlallee iii iuuiiirol tRIer Maryland lass unless RLIl elects not to be suhiect to this law control

shiurs uLflllled ii Loiitroh share acquisition lìase 111 oting rights except to the extent approved by

huuuehuoLleis by soie of tsso-thirds of the sotes entitled to be cast on the niattei excluding shares owned by the

ft lllit tiiil by of hceis or ilistees ito are eiiiloyees of thue RLIl onttoI shares are voting shares that

01111 entitle the acquluien to exercise voting poser in electing trustees within specified ranges ot voting power

lull shiaie acqilisitloil iiieails nine acquisitiuliu ot control shares with some exceptions

liii by lass state ihtti lie Mary land control share acquisition law will riot appl to any acquisition by any person

out ottttiiiiiu hates lhns by law eros isnuii hay be repealed in whole or in part at any tune whether before or

ii eu iii .ILhtilsutlOut of cllhltilh sltaies by sote if majority If the shareholders entitled to vote and upon such

ueleul nay to the e\teiii pros ided by any successor hylas appk to any PI or subsequetit control share

ifllisuliOit

may amend or ii1St our business lolicles %vithollt your approval

luii Houid of ruisiecs iiiay iiiueiid or mes se our operating policies ithout shareholder approval Our investrtieiit

iuuiticuiie iiutl IloiloSS tug policies and policies ss ith
respect to all other activities such as growth debt

L.upullfi/ituoiu auth ljftiaiiiiis ale deteriiuiiued by the Hoard of lrutees lhe Hoard ot Irustees may amend or

fts use these polii es it auiy tune and frorti tirile to tulle at its discretion change in these policies could

ads ersels affect our financial ioniditioni and results If operations and the niarket price of out securities



the cuilelit ttisjiies5 plait adopted out loiit.l of Irtistees focuses oii our iuisestiiieiit iii quality retail based

prpert ies that are frequent lv neighborhood arid comulun ty shopping centers nc pall through

redevelopiiieiits and acquisitions If this business plait is not successful it could have itiaterial adverse effect oii

tttii financial conditiOn and results of operatiOils

these unceitainties readers are cautioned not to place undue reliance on any forardlookiitg statelitents

that we itiake iiicluding those in this Annual Report on lorni luK Ixcept as ma be required by law we make

ill to update aity of the forwardlooking stateitients as result iii new information future events or

otherwise You shoukl carefully review the above risks and the risk tactors

IIEM ID uNRFsoLvF STAFF coNiN1INIs

None

FIIM IkoriRTIIS

As of leceniber 31 2011 we owned or had mapority ownership interest in coiniiitinitv and neighboihood

sh pp ng cc liters and ii ii ed used pit tpi rt Ii ic hi are operated as predi wit mint ret it real estate pr

comprisint approximately .3 million square teet Ihese properties are located priitiarilv in densely populated

and affluent coiiiiiitiiiities in strategic iiietropolitaii itiarkets iii the Northeast and MidAtlantic regions of the

United States as well as aliforitia No single property accounted for over 1W4 of our 2011 total revenue We

believe that our properties are adequatel covered by cotititiercial general liability tire flood earthquake

terrori sin and business interrupt ion insurance pro\ ided by reputable niipanies rift coiititteic all reasonable

exclusions deductibles and lintits

Tenant Iiversification

As of ecettiber 2111 we had approximately 24X leases with tenants ranging trout sole proprietors to

major national and international retailers No one tenant or at Ii tated group
of tenants accounted ftr inure than

2.6/ of our arttiualied base rent as of Iecemher 31 2010 As result of our tenant diversification we believe

tu cx pits tire to any one bankruptcy fi Ii ng it the retail sector has not bee it and will it he
git

lie ant we ye

multiple filings by number of retailers could have significant impact



.tographic liersilkation

liii ieiI esttte projects ue located iii states arid the listiict of rduriihia lire following table shows the

iiiiiiihei of troleets the gross liable area iI of coirirnercial space irri1 the percentage of total portfolio

ci os leasahic area of coiiirncrcial space iii each state as of eceriihcr 31 211

enris\ Is aiil.i

sc Jeise

issi hti sett

Nes ork

Ii not

MiiiicLtit_iit

iiii.i

\1 icliig.in

Ie\is

isl rut iiiiiiurii

snilu iiuliui.i

ulal

\ildutioii.ill 05511 550 rtcipatirig u1uriages totalune appruuxuiilatel S2.4 niillion cured by multiple

hiuukliuugs iii \luiu.ir rink leiiris\ is aiiia and .3 irijiliori of loans secured hr two properties in Norwalk

niruect ciii

eases .ease lerms afl1 .eise Expirations

rur leases are classified as ruperaturig leases and piciillv are structured to require tire iininthlv IYet of

urririurriurri rents iii ads aruce siihtect to periodic increases during the teriii rut the lease percentage rents based on

lie es ci ot sales tclnesed hr tenants arid rcunhtirserocnt 11 nuajorit\ rut onsite operating expenses and real

estate taxis Iliese features iii our leases generally reduce our exposure to higher costs arid allow us to participate

iii
Iiiij1

elI teuiuit sales

niluelLual ppirt\ leases ceneralir range from to rears iiosseser icrLun leases pri nari ith anchor

tiruuits niar he longer Maur of our leases corltaui tenant options that enable tire tenant to extend tire tenu of the

leasc at expiator at pie established rental rates that often include fixed rent irrcreascsconlsurtier pnce index

adpuisrinents or other niarket rate adjustnierits fronu tire prior hase rent eases on iesideutial units are generally

lii
.r period of one reiui or less uid ni 2111 represented approxuiuatelr 4.l of total rental income

tatu

lii liiiif

di fIlm

\tiiiIr of russ easablt

Irojttts Ara

liii iuare rtil

17 3.70.XXl

l.S 3.lô.UX

l2 2.417.U0

II 2.405..XX

.313.101

.312.0X

752.0X

305.001

30X.XX

217.001

1960X

l6XX
153.0X

85 82861MM

Pereenlagt

ol ross

.CUsilIIe

Area

20.2%

13.7%

13.14

7.6%

iS

4.l%

1.7

l.7c

2%

l%

IH.O/
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ftc following table sets forth the schedule of lease expirations for our coniniercial leases iii place as of

leceiiiber 20l for cacti of the to ears beginning with 2011 and alter 2020 in the aggregate assuming that

none of the tenants exercise future renewal options
Annualied base rents reflect inplace contractual rents as of

Ieceniher 2010

cased Percentage or Anniialited

quan I.eacd Square Base Rent Percentage of Annualiied

Iootage Footage Represented Base Rent Represented

ear of ease Fspiration Ispiriig Ispiring Fxpiriig eases Ixpiring teases

2011 1.412.0X 34.X 1.0X

2012 2.242.0X 3% 50.0XX.0X

2113 2070.0X 4.733.0X

2014 2.2440X 51.217.0X 34

2015 l.7X.0X l/ 41.035.000 l%

2l .37.00 54 34705000

2017 1.125.0X 24.705000

2015 %5.XX 150X

20l 715.0X 7550X
2021 705.0X li 55.0X

Iherealter 2355.0X 44 45445.0X 2%

Iotal 17.025.0X IX4 357.731XX
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Retail and Residential Properties

The following table sets forth information concerning all real estate projects in which we owned an equity interest

had leasehold interest or otherwise controlled and are consolidated as of December 31 2010 Except as otherwise

noted we are the sole owner of our retail real estate projects Principal tenants are the largest tenants in the project

based on square feet leased or are tenants important to projects success due to their ability to attract retail

customers

Square Feet1 Average Rent

Year Year /Apartment Per Square Percentage

Property City State Zip Code Completed Acquired Units Foot Leased2 Principal Tenants

California

150 Post Street 1908 1965 1997 102000 $42.36 100% Brooks Brothers

SanFranciscoCA94108 HM
Colorado Blvd 1905-1988 1996/1998 69000 $37.58 99% Pottery Barn

Pasadena CA3 Banana Republic

Crow Canyon Commons 1980-2006 2005/2007 242000 $19.02 89% Lucky

San Ramon CA312 Loehmanns

RiteAid

Escondido Promenade 1987 1996/2010 222000 $23.76 98% Toys Us

Escondido CA 92029413 TJ Maxx

Fifth Avenue 1888-1995 1996- 51000 $27.46 93% Urban Outfitters

San Diego CA 1997

Hermosa Avenue 1922 1997 23000 $31.59 100%

Hermosa Beach CA

Hollywood Blvd 1921-1991 1999 153000 $2L90 75% DSW

Hollywood CAS L.A Fitness

Fresh Easy

Kings Court 1960 1998 79000 $28.43 97% Lunardis Supermarket

Los Gatos CA 9503236 CVS

Old Town Center 1962 1998 1997 95000 $30.04 97% Borders Books

Los Gatos CA 95030 Gap Kids

Banana Republic

Santana RowRetail 2002 2009 1997 608000 $44.31 99% Crate Barrel

San Jose CA 95128 Borders Books

Container Store

Best Buy

CineArts Theatre

Hotel Valencia

Santana RowResidential 2003-2006 1997 295 units N/A 96%

San Jose CA 95128

Third Street Promenade 1888-2000 1996- 209000 $61.59 97% Abercrombie Fitch

Santa Monica CA 2000 Crew

Old Navy

Banana Republic

Westgate 1960-1966 2004 644000 $12.96 95% Saleway

San Jose CA Target

Burlington Coat

Factory

Barnes Noble

Ross Dress For Less

Michaels

Connecticut

Bristol 1959 1995 269000 $12.24 94% Stop Shop

Bristol CT 06010 TJ Maxx

Greenwich Avenue 1993 1995 36000 $53.00 100% Saks Fifth Avenue

Greenwich Avenue CT
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Square Feet1 Average Rent

Year Year /Apartment Per Square Percentage

Property City State Zip Code Completed Acquired Units Foot Leased2 Principal Tenants

Perring Plaza 1963 1985 401000 $12.42 98% Burlington Coat Factory

Baltimore MD 21134
Home Depot

Shoppers Food Warehouse

Jo-Ann Stores

PlazaDelMercado 1969 2004 96000 $19.64 93% GiantFood

Silver Spring MD 209061012 CVS

Quince Orchard 1975 1993 248000 $20.07 63% Magruders

Gaithersburg MD 208773 Staples

Rockville Town Square
2006-2007 2006-2007 182000 $33.13 78% CVS

Rockville MD 20852
Golds Gym

Rollingwood Apartments 1960 1971 282 units N/A 97%

Silver Spring MD 2010

three-story buildings12

THE AVENUE at White Marsh 1997 2007 298000 $21.14 100% AMC Loews

Baltimore MD 21236912 Old Navy

Batnes Noble

A.C Moore

The Shoppes at Nottingham Square 2005-2006 2007 52000 $37.54 100%

Baltimore MD 21236

White Marsh Other 1985 2007 49000 $28.05 100%

Baltimore MD 21236

White Marsh Plaza 1987 2007 80000 $20.12 100% Giant Food

Baltimore MD 2123612

Wildwood 1958 1969 85000 $82.52 97% CVS

Bethesda MD 2081412
Balduccis

Massachusetts

Assembly Square Marketplace/
2005 2005-2010 332000 $16.42 100% Bed Bath Beyond

Assembly Row
Christmas Tree Shops

Somerville MA 02145
Kmart Staples

TJ Maxx

AC Moore

Sports Authority

Atlantic Plaza 1960 2004 123000 $17.05 87% Stop Shop

North Reading MA 018641012
Sears

Campus Plaza 1970 2004 117000 $12.74 94% Roche Brothers

Bridgewater MA 0232410
Burlington Coat Factory

Chelsea Commons 1962-1969 2006-2008 222000 $10.71 100% Say-A-Lot

Chelsea MA 0215012 2008
Home Depot

Planet Fitness

Dedham 1959 1993 243000 $15.79 93% Star Market

Dedham MA 02026

Linden Square 1960 2008 2006 218000 $40.13 92% Roche Brothers

Wellesley MA 02481
Supermarket

CVS

Newbury Street
1877-1929 2010 32000 $80.37 55% Pierre Deux

Boston MA 0211610
Jonathan Adler

North Dartmouth 2004 2006 48000 $13.80 100% Stop Shop

North Dartmouth MA 02747

Pleasant Shops
1974 2004 129000 $13.60 94% Foodmaster

Weymouth MA 02 19010
Marshalls

QueenAnnePlaza
1967 1994 149000 $15.11 100% TJMaxx

Norwell MA 02061
Hannaford

Saugus Plaza 1976 1996 170000 $10.81 94% Kmart

Saugus MA 01906
Super Stop Shop
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Square Feet1 Average Rent

Year Year /Apartment Per Square Percentage

Property City State Zip Code Completed Acquired Units Foot Leased2 Principal Tenants

Michigan

Gratiot Plaza 1964 1973 217000 $11.73 99% Bed Bath

Roseville MI 48066 Beyond

Best Buy

Kroger

DSW
North Carolina

Eastgate 1963 1986 153000 $20.68 100% Stein Mart

Chapel Hill NC 27514 Trader Joes

New Jersey

Brick Plaza 1958 1989 409000 $15.05 95% AP Supermarket

Brick Township NJ 08723312 Barnes Noble

AMC Loews

Sports Authority

Ellisburg Circle 1959 1992 267000 $14.83 94% Genuardis

Cherry Hill NJ 08034 Buy Buy Baby

Stein Mart

Mercer Mall 1975 2003 500000 $20.30 100% Raymour

Lawrenceville NJ 0864837 Flanigan

Bed Bath

Beyond

DSW
TJ Maxx

Shop Rite

Troy 1966 1980 207000 $20.24 100% Pathmark

Parsippany-Troy NJ 07054 L.A Fitness

New York

Forest Hills 1937-1987 1997 46000 $20.04 96% Midway Theatre

Forest Hills NY

Fresh Meadows 1949 1997 405000 $25.16 98% AMC Loews

Queens NY 11365 Kohls

Greenlawn Plaza 1975 2004 2006 106000 $16.00 99% Waldbaums

Greenlawn NY 117431012 Tuesday Morning

Hauppauge 1963 1998 133000 $24.39 100% Shop Rite

Hauppauge NY 1178812 A.C Moore

Huntington 1962 1988/2007 292000 $20.94 99% Barnes Noble

Huntington NY 11746 Bed Bath

Beyond

Buy Buy Baby

Toys Us

Michaels

Huntington Square 1980 2007 2010 74000 $24.98 89% Barnes Noble

East Northport NY 117313

Melville Mall 1974 2006 248000 $17.98 100% Waldbaums

Huntington NY 117471 112 Marshalls

Kohls

Pennsylvania

Andorra 1953 1988 267000 $14.05 95% Acme Markets

Philadelphia PA 19128 Kohls

Staples

L.A Fitness

Bala Cynwyd 1955 1993 282000 $17.26 99% Acme Markets

Bala Cynwyd PA 19004 Lord Taylor

L.A Fitness
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Square Feet1 Average Rent

Year Year /Apartment Per Square Percentage

Propety City State Zip Code Completed Acquired Units Foot Leased2 Principal Tenants

Feasterville 1958 1980 111000 $13.81 100% GiantFood

Feasterville PA 19047 OfficeMax

Flourtown 1957 1980 166000 $22.44 48% Genuardis

Flourtown PA 19031

Lancaster 1958 1980 126000 $17.64 94% Giant Food

Lancaster PA 176017 Michaels

Langhorne Square 1966 1985 219000 $14.76 96% Marshalls

Levittown PA 19056 Redners Warehouse

Market

Lawrence Park 1972 1980 353000 $18.37 98% Acme Markets

Broomall PA 1900812 TJ Maxx

cm
HomeGoods

Northeast 1959 1983 284000 .$11.30 89% BurlingtonCoatFactory

Philadelphia PA 19114 Marshalls

TownCenterofNewBritain 1969 2006 124000 $9.09 86% GiantFood

New Britain PA 18901 Rite Aid

Willow Grove 1953 1984 216000 $19.21 90% Barnes Noble

Willow Grove PA 19090 HomeGoods

Marshalls

Wymiewood 1948 1996 257000 $24.74 96% Bed Bath Beyond

Wynnewood PA 1909612 Borders Books

Genuardi

Old Navy

Texas

Houston Street 1890-1935 1998 196000 $22.44 83% Hotel Valencia

San Antonio TX Waigreens

Virginia

Barcroft Plaza 1963 1972 2006-2007 101000 $22.48 88% Harris Teeter

Falls Church VA 220411012 1990 Bank of America

Barracks Road 1958 1985 486000 $21.44 99% Anthropologie

Charlottesville VA 2290512 Bed Bath Beyond

Harris Teeter

Kroger

Barnes Noble

Old Navy

Michaels

Ulta

Falls Plaza/Falls PlazaEast 1960-1962 1967/1972 144000 $29.82 100% Giant Food

Falls Church VA 22046 CVS

Staples

Idylwood Plaza 1991 1994 73000 $41.81 100% Whole Foods

Falls Church VA 2203012

Leesburg Plaza 1967 1998 236000 $22.14 95% Giant Food

Leesburg VA 20176612 Pier Imports

Office Depot

Petsmart

Loehmanns Plaza 1971 1983 268000 $26.20 96% Bally Total Fitness

Fairfax VA 2204212 Giant Food

Loehmanns

Dress Shop
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Square Fect Aseruge Rent

car icar /Apartnicnt ier Square Percentage

Property iliState Zip ode iimpleted Acquired bits Foot I.eased2 Irincipal Tenants
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12 All or portion of this property is cumºdby rnortgägŁlcian

13 On November 10 2010 we acquired an adjacent site to this property wfch totaled approximately 75 000 square feet and we are in the

process of preparing the space for lease

14 Aggregate information is calculated on GLA weighted-average basis xcluding properties acquired through the Taurus NewbUry Street

JV II Limited Partnership and joint venture arrangement with affiliates of discretionary fund created and advised by ING Clarion

Partners

ITEM LEGAL PROCEEDINGS

In May 2003 breach of contract action was filed against us in the United States District Court for the Norther

District of California SanJose Division alleging that one page document entitled Final Proposal constituted

ground lease of parcel of property located adjacent to our Santana Row property and gave the plaintjff the

option to require that we acquire the property at price determined in accordance with formula included in the

Final Proposal The Final Proposal explicitly stated that.it was subject to approval of the terms and

conditions of formal agreement trial as to liability only was held in June 2006 and jury rendered verdict

against us

trial on the issue of damages was held in April and theburt issued tentative ruling in April 2009

awarding damages to the plaintiff of approximately $14.4 million plus interest Accordingly considering all the

information available to us when we filed our March 31 2009 Form 10-Q our best estimate of damages interest

and other costs was $21.4 million resulting in an increase in our accrual for this matter of $20.6 million In June

2009 the court issued final judgment awarding damages of $15.9 million including interest plus costs of suit

and in July 2009 we and the plaintiff both filed notice of appeal with the United States Court of Appeals for the

Ninth Circuit In December 2009 the plaintiff filed an appellees principal and
response

brief providing

additional information regarding the issues the plaintiff is appealing Given the additional information regarding

the appeal we lowered our accrual to $16.4 million in the fourth quarter 2009 which reflected our best estimate

of the litigation liability Oral arguments on the appeal were heard in December 2010 final ruling on the

appeal was issued in February 2011 which rejected both appeals and consequently affirmed the final judgment

against us Therefore in December 2010 we adjusted our accrual to $16.2 million which reflects the amount we

expect to pay in first quarter 2011

The net change in our accrual in 2010 and 2009 is included in litigation provision in our consolidated

statements of operations The litigation accrual of $16.2 million and $16.4 million at December31 2010 ahd

2009 respectively is included in the accounts payable and accrued expenses line item in ourconsolidated

balance sheets During 2010 and 2009 we incurred additional legal and other costs related to this lawsuit and

appeal process which are also included in the litigation provision line item in the consolidated statements of

operations

ITEM AND RESERVED
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IARI II

iFF iARKF lOR OUR O\IMN ANt RIAIII SIIARHIOIIWR 1AI1ERS

ANt ISSUIR PLJRCIIASFs OF FQtrIv SF
Our coinitloil shares trade oti the New York Stock Ixcltange under the symbol FRI isted belos ate the high

and closing prices of our cottiiiloil shames as mepomied nit the Nev York Stuck Ixchange and the di idemids

declared for each of the periods indicated

Ii iteIidS

rice er Share

______________________
ecta red

high I.o Per Share

2010

Iourth quarter
S4.32 S74.57 Sft67

Third quarter
332

Second quarter
S79.52 S6.35 SOMÔ

Jirst quarter
74 II S637 S0.66

2049

lonrtIi quarter
S57.49 Lf6

Ihird quarter
66.t3 S4K.24 Sft66

Second quarter
S59.2 45.5 Sft65

Iirst quarter
S60.3 S32 StL650

Fehruar 201 there were .666 holders of record of our conitnoti shares

ur ongoing operations generally will not be subiect to federal income taxes as long as mnaintaimi out R1II

status and distribute to shareholders at least l00i of our taxable incotlie Inder the ode RFIls are subject to

nunieious omgani/ational and operational requiretlients including the mequtremiletit to generally distribute at least

of taxable income

Future distributions will be at the discretion of our Hoard of Trustees and will depend on our actual net income

available fot coiittnon shaieholder financial condition capital requirettients the annual distribution

requiretileuts under the RFII pros isioiis of the ode and such other factors as the Hoard of Irustees deems

relevant We have paid quarterly dividends to our shareholders continuously since our founding in 962 and have

increased our regular annual dividend rate for 43 consecutive years

Our total annual di idends paid per common share for 201 and 2009 were S2.65 per
share and S2.61 per share

respectively Ihe annual di idend amounts are different from dividends as calculated for federal income tax

purposes Iistributiomis to the extent ot our current and accumulated earnings and profits for federal income tax

purposes generally will be taxable to shareholder as ordinary dividend incottie Iistrihutions in excess of

current and accumulated earnings and profits will he treated as nontaxable reduct ion of the shareholders basis

in such shareholders shares to the extent thereof and thereafter as taxable capital gain 1istrihuttons that are

treated as reduction of the shareholders basis in its shares will have the effect of increasing the amount of gain

or reducing the atnoutit of loss recogniied upon the sale of the shareholders shares No assurances can he given

regarding ss hat portion if an of distributions iii 2tl or subsequent years will constitute return of capital for

federal incoitie tax purposes Iuring s-ear in which RHI eartis net longterm capital gain the RFII can

elect under Section 57 of the ode to designate portion of dividends paid to shareholders as capital gain

dividends If this election is made thett the capital gain
dividends are generally taxable to the shareholdet as

long- tel iii capital gains

29



he foIIo tie table reflect the iticoilie tax tatu of distribution per shate paid to cotittlioti shareholders

car FlIIc1

Icccmlwr 31

20111 21M9

rdinar di idend S2 SI 2.377

nliiiir tfi iderid elieihle for 5/ tax rate 0.025 0.024

Return of capital

aptal ..iin

S2.o5 52.61

istrihutiois oil out 5.41 Series uuiulatise onvertible Preferred Shares were paid at the rate of 1.354

er shitie per antiuru coittttlericirig oti the issuance date of March 2007 We do riot believe that the preferential

ehts as jilable to the holders of our preferred shares or the financial covenants conitiinel iii out debt
agreentierits

lid on II hase an adverse effect on out abilit to pay dis idenids in lie normal course of business to our conrimoni

sI.ireliolders or to distribute iltiotitits necessat to tnaititairi our qualificatioti as RIII

Kerent Sales of nregistered Shares

nder the terilis of arious operating parttiership agreettierits of certain of our affiliated linitined partnerships the

nicest of united parttiers itt those littitted parttierships nia he tedeettied subject to certain coiiditiotis for cash

in eiiui\.ileiit iiiiiihei of ott coininitont shares at our option On October 2111 and Noettiber 2010 sse

iedeentel 47 operatnie pattttership units each for the equivalenit iiuuiber of our conlirlioni shares All other

equity securities sold by us during 201 that were riot registered fiase beeti previousl reported in Quarterly

Report ni lot ni

Iurchases of lquit Seeurities tv the Issuer and Affiliated lurehasers

eqult\ securities eie putchiased by us during 2010 Howes er 45 restricted coitititon shares sere forfeded

h\ tooiier eniplo ees



FIEM sFLFcrEt FINANCIAL IATA

lhe followIng Lible ilK Iudes ceitu Ii nancidl nf orm.tt Rn in consol itIited historical basis on sh Id read iii

section iii conjunction with Item Managements Iiscussion and Analysis of Financial ondition and Results

of pe rat iii and te iii Ii nanci State ilient iid tipple inentary at SC Icc ted OlC rating data her

data and balance sheet data for the years
ended Iecenther 2006 through 2109 have been icc lassi tied to

coiitoiiii tO the 2010 presentation

lear Inded Iecemlwr 31

2010 2009 2M 2017 2006

In tIuiu.andcxccpt Jxr .hare lata iicI ratio

525.528

374532

127.107

1.410

128.237

2279

122.249

256.735

187.088

512.725 501.055 464.884

363782 354.731 336434

102.379 120.616 99.430

1.298 12572 94768

103.872 135.153 201.127

98304 129.787 195537

97.763 129246 195.095

256765 228.285 214.209

S127.341 5207.567 5151.439

413.719

301229

94.276

23.956

123.065

118.712

103514

186654

S317.429

S1 89239 9.258 56.186 23574 133.63

163382 157.638 148444 135.102 133.066

61182 59704 58.665 56108 53469

61324 5983 58889 56.473 53858

Operating Iata

Rental iicoiiie

lroperty operating inconie

Iiicoiiie froiii continuing operailolls

aiii on sale of real estate

Net iicotiic

Net nc iue att ri hut able the lru st

Net income available or common

shareholders

Net cash provided by operating
activities

Net cash used in investing activities

Net cash ti sed in vi ded by financing

actisities

ide iids dccl ared on coil mon shares

Weigh ted average ii umber of mi mon shares

outstanding

I3asic

Iiluted

tarn ngs per comniiioii shire basic

olitilluilig opci.itioils

iscontinued operations

ja ill Ofl sale real estate

lotal

miiiigs pci coiiimmuml shame diluted

ontiliuiiig periitiuis

iscontinued operitioi1s

iin on sale of real estate

lotal

iv ide mids fec ared pc coin miu sharc

Other Iata

Funds from operations available to comililion

shareholdcrs 31415

F131llA4

Adjusted FRIll

Ratio of FRIllA to combined fixed charges and

pie fe ned share di side iids

Ratio of Adjusted FRITIA to conihined fixed

charges and preferred share

di videmids 617

1.97 1.60 1.94 1.66 1.39

0.01 0.03 0.25 1.81 1.40

0.01 ..- 0.14

.99 .63 2.19 3.47 I.3

1.65 .38

1.80 0.39

0.14

3.45 1.91

2.37 2.46

.96

Ut

0.0

1.98

2.66

239.21

352.481

351.071

1.60

Ut

J6
2.62

211065

328.491

327.193

1.94

0.25

2.19

2.52

228397

344465

5331.893

206.037

423.150

328.382

176419

321.136

529718

Ix 2.8x 3.2x 3.3s 2.6s

3.lx 2.7x 3lx 2.6x 2.4x



As of December 31

2010 2009 2008 2007 2006

In thousands except per share data

Balance Sheet Data

Real estate at cost $3895942 $3759234 $3673685 $3452847 $3204258

Total assets $3159553 $3222309 $3092776 $2989297 $2688606

Mortgages payable and capital lease

obligations 589441 601884 452810 450084 460398

Notes payable 97881 261745 336391 210820 109024

Senior notes and debentures $1079827 930219 956584 977556 $1127508

Preferred shares 9997 9997 9997 9997

Shareholders equity $1181130 $1209063 $1146954 $1146450 806269

Number of common shares outstanding 61526 61242 58986 58646 55321

Property operating income is non-GAAP measure that consists of rental income other property income and

mortgage interest income less rental expenses and real estate taxes This measure is used internally to evaluate the

performance of property operations and we consider it to be significant measure Property operating income

should not be considered an alternative measure of operating results or cash flow from operations as determined in

accordance with GAAP
The 2006 dividends declared per common share include special dividend of $0.20 resulting from the sales of

condominiums at Santana Row
FF0 is supplemental non-GAAP financial measure of real estate companies operating performances The

National Association of Real Estate Investment Trusts NAREIT defines FF0 as follows net income

computed in accordance with U.S GAAP plus depreciation and amortization of real estate assets and excluding

extraordinary items and gains on the sale of real estate We compute FF0 in accordance with the NAREIT

definition and we have historically reported our FF0 available for common shareholders in addition to our net

income

We consider FF0 available for common shareholders meaningful additional measure of operating performance

primarily because it excludes the assumption that the value of the real estate assets diminishes predictably over

time as implied by the historical cost convention of GAAP and the recording of depreciation We use FF0

primarily as one of several means of assessing our operating performance in comparison with other REITs

Comparison of our presentation of FF0 to similarly titled measures for other REITs may not necessarily be

meaningful due to possible differences in the application of the NAREIT definition used by such REITs

Additional information regarding our calculation of FF0 is contained in Item Managements Discussion and

Analysis of Financial Condition and Results of Operations

The reconciliation of net income to funds from operations available for common shareholders is as fcllows

2010 2009 2008 2007 2006

In thousands

Net income $128237 $103872 $135153 $201127 $123065

Net income attributable to noncontrolling interests 5447 5568 5366 5590 4353
Gain on sale of real estate 1410 1298 12572 94768 23956

Depreciation and amortization of real estate assetS 107187 103104 101450 95565 88649

Amortization of initial direct costs of leases 9552 9821 8771 8473 7390

Depreciation of joint venture real estate assets 1499 1388 1331 1241 768

Funds from operations 239618 211319 228767 206048 191563

Dividends on preferred shares 541 541 541 442 10423
Income attributable to operating partnership units 980 974 950 1156 748

Preferred share redemption costs 4775
Income attributable to unvested shares 847 687 779 725 694

Funds from operations available for common

shareholders $239210 $211065 $228397 $206037 $176419

Includes charge of $0.3 million and $16.4 million in 2010 and 2009 respectively for adjusting the accrual for

litigation regarding parcel of land located adjacent to Santana Row as well as othór costs related to the litigation

and appeal process The matter is further discussed in Note to the consolidated financial statements
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Iiicludes cliaigc 01 iiiillioii iii 2X relatel tO the settleiiieiit ot litigation iiiattei ielating to .1 sfiopptiig

center iii New Jersey the ilatter is further discussed iii Note to the cotisoIidatef tinaiicial stiteiiieiits

Ihe SF has stated that F131lIA is nonAAI measure as calculated in the table below Adjusted tRlllA is

non- measure that means net iticoine or loss plus net interest expense income taxes depreciation and

ailiotti/ation gain or loss on sale of real estate and itupairtuentS ol teal estate if any Adjusted FIUl lA is

pieseiited because it approxiiliates key peitomili.iiiLe ilieasure iii our debt cos enailts but it should iiot be

coiisiderel au alternative imieasure of operatiiig results oi cash floss troiii operations as deteriiiiiied iii accordance

with AAI Adjusted l131lIA as jresented iiiay
not be coiiiparable to other siiiiilarly

titled iiieasures used

othei RFIIs

Ihe reconciliation of net imicoiiie to litllIA amid alusted l.Rll tA for the periods presented is as tiIlo\ss

211111 2109 200$ 2007 20116

In tIitisatuI

Net income l2237 l03.72 .5 l5 2Ul .127 .065

lepreciation atid aiiiorti/atioti ll II 5J13 Ill .06 105%6

Interest expense
111 t.7 II 7t4

Farly extitiguishment ot debt 20l 26W

Other interest iticomne 256 94 jo .337 2.616

FBFIIA 352.4 32.49 344465 4231 So 321.136

aiii oil sale ol real estate 1.410 .29 12.572 94.76 2356

Adjusted litlil 35I .071 327 fl S33 l3 3232 S27

lixed charges consist of iiiterest oil bormowed funds imicludimig capitaliied interesu ailiorti/ation ot debt discount

amid expense
and the portion ut rent expemise iepresentimlg an intetest factor tieterred share dividends consist of

dividends paid on preferred sliates and pmeferied share redemption costs ur Series It preterred shares weie

redeemed iii lull in Novenibem 2016

IIF1 NIANA1MENTS IISUSSION ANI ANALYSIS OF FINANCIAl ONIITION ANt

RFSULFS OF OIIRAIIONS

ertain statemitents in this section or elsewhere in this report iiiay be deemed iirwardlooking stateiimemit See

tetii Risk Factors in this report for important
in format ton regardi tig

these forwardlook
ttg

stateilient and

certai ti ti sk atid uncertainties that may affect u.Ihe following discussion shou Id he read in conjunct iou with the

cotisolidated financial statenietits and notes thereto appeating in Iteni Financial Statetiients and

Supplementary at of this re
pu

rt

Overiew

We .ite iii equity real estate iuivestiiient trust seciahi/iuig iii the ownership itiamiageiuietit
and redevelopuiietit of

high quality retail and mixeduse properties located prititamily in densely populated and affluent comuttiunities in

stralegic muietropolitan markets in the MidAtlantic and Northeast legions iii the United States as well as in

alifornia As uif Iecember 31 2010 we owned or had majority interest in community and neighborhood

shopping centers and nlixeluse properties which are operated as predottimitantly retail real estate proleets

ci iii pri sing appr ix in tat ely .3 ii II in sq uame feet In tu it the real estate pmi jeet were 13 1/ leased ml .2

occupied at leceiiiher 2110 joint ventuie iii which we own tO/ interest owned seven retail real estate

projects totaling approximately ID million square feet as of Iecembei 31 2010 In total the joint venture

pmopemties in which we own an intemest were .W/ leased amid 90.4/ occupied at eceiiiber 31 2111 We hiave

paid quarlerl dividends to iur shareholders Lout tim iusly si mice our oundi
mig

in %2 and have micmeased iu

dividends per ml mtiomi shame bit 43 comiseeut ye years



irtical ccoiiiitirig Pflhiies

tic pli litttll ttl lttttttt.iI stateirietits in contttrtrutt ith accounting principles genierillv accepted ii the United

ti \lltii let iletied to as AAP requires ittanageitienit itt itiake estimates and assumptnnis that in

cr11111 iiiLllltsttlli is tileit the meptuted amounts ot sets and lutbilities discksure iii

cOfltttigeiit aS5tt5 ttid

ttlti lit cs titd IIS iIltte tttd
e\pelises liese estinniates ate preared Itsiniti nilaliagenlients best judgment after

triisiilii lift last ttitl iltlrIIlt et_liis atid et_Olitlitilt ititiditititis lii tilditioti inlornitatiomi relied upon by

rtttliteeriiilll Ill pitIlli tile sttili istniilttes includes ttiternallv cenerated Itnancial arid operating iiitotiiiation

rat intt kit rlthtt lIltittlll liitt asnlable and ss heti iiecessar\ tittotittattitni ohtanicd front consultations with

liii it 1.11 IS i\llilts AitittI iesttlts itlitliI differ lroiii these estimliates IiscLissioni of possible risks which niiay

iltcsc cstillliics is rttclttdid it htenit Risk lacttrs 01 thins
report Manageniient considers ant accounting

isilitltii itt it lIce1 ii clnattees it the estilitate could li.tsc mtiateni.tl
Illiliact

Oil tilt citnisttljdated results of

pir.lirtlt\ ti
lttttitiiiI ittittlitittit

Ii ictri till lcctttllltlIle pttltites are little fnIl described iii Note to the oiisolid.nted Financial Statements

ltti cii liii illttsl ci iticil Iittltilitltli policies is Itichi insolve the use of estuhittes and issumliptions as to future

iii 1IIttiiilcs tittl Iltereltit itt\ result itt actual aihtouints that differ front estimates are as tllows

ri rtii ri tlflt/ It twtr Ret ci

1w liti ii tilt tilitllts iii iItssttiid is tlperiiliii leases SuihstanttiahI all such leases contain fixed escalations

nit ii It spit lied tllltis iltirtite the teritu ttf the lease Base rents are recogntied on straightline basis

itriii it Itcit tilt Iiilittt ittttrttls the space tltrounhi the tertit tit the melated lease net of valuation adjustments based

it rrttttieitttcttt tssissllliitl tti credit cttllectittn and other business risk Percentage rents which represent

nets lrtsctl
ttpttit

Itt les ci ttt sales achies ed certain tenants ate iecttgiitied at the end of the lease

ill ii ill liii ii iii lISt tlitiititittitl tIn ncqtitrctl stIes level is iclitexed and the percentage rents art collectible

kl cltic itS titil tint cost retnthtttseittents are recoeniied tin alt accrual basis over the periods in which the

rilricd i\tlilitlltttles alt iitcttrred lttr tenant to ttrtitiiiate its lease agreemtieiit Iwior to the end of the agreed

lit il Sic iris ittlIrl lilt Ilii lii lee ttt cancel the lease aerieiilellt lease tcrmmttnatnon lees for which the

lititIli itts tLlltlihtutsltid cotutiol ttt the space are geiterallv necogtnied on the termination date When lease is

lii ittuttutil tat Ir bitt the tiitattt otittlines itt cttntitil the
space under inodif ted lease agreetitent the lease

iii irlIltItitit lii is riiteithlr ticoenied esenl 115cr the reiitaintng term of the modified lease agreement

LII lint ti rllitls r\ Irk ltttttt tenants
ptiiiiii

tl elate to cttmitractual ituntmuumn rent and percentage rent as

iicll is reel isitti i.t\ tint tttliei itIst icilithursenteilts .\ccitutits recetiable tmoni straight-line rent is typically

lttnci iii ill lit titlttie .11111 cIties itt ilk cuntuilaits altittutit hr ss Iticli straightline rental imiconhie recorded to date

151 ds rsli iiliI iiillitl it tItli tinder the coittracttutl liuse igreetitent

rtttkc isittlltiis ttl tlit ettilectibiltir ttf out citrmciut accounts meceivtble and traightlimie rents receivable

is ire ir iiittiiis siClttl tctttt ttdgiiietit hr iitaiiagemtienit Ilk cohIectabilit of necenvables is affected by nunicrolts

Itt Is iiictttthiit ctttriili icttltotttic cttiiditions bankruptcies amid the ability of the tenant to perfonnii utider the

iii its Intl cisc tgtccttleiit Vs lult is ittake estimliates of potentially uttcollectihle amounts and provide an

tutu ieee lttt Ihitilt
thttttttghi

hid debt expense actual ctillectabtIit could duffem fruimni those estimates which could

II lcci 11111 liii ilictlllte Vs tilt espect ttl the ulloisimice for current uttcttllectible tenant receivables we assess the

ii rulrtlttr tI tutisittitlnig cccii ibles by evahuuatutig such factors as nature and age of the receivable past

liisirrt titil ctti tilt Ititatictul ittiiditittii tif the specific temiatit including our assessnhhemit of the tenants ability to

ittii is ctttlttcitttl ietsc tthligttitints tiiul the status of aiir pemidinig disputes or lease negotiations with the tenant

\l ticiittiet 21111 rttd 2llt itur tllitis nice for dttubtful accounts was .7 million amid Sf6 million

1151111 ru l\ Itsitri tII use liii iecttuimitieti hid debt expense betis ccii l4 and of iental incomne atid it

\ul in 2111 iiliictute icttttttltuic cliiitges and their nupact to ttuir tenamits change itt the estimate ttf

rIl itirilitu rI tiltS able istitulul iisuilt itt change ttt our ihlttisanice fttr doubtful accttttihts and

ii Isp itdiit
kht

c\piitse and Item titcotite Ior example uu thit evemit our estimitates were not accurate and



ve were req red to increase our all wance by of rental net one titi had debt exp nse iii kI have increased

and our net income won ki have decreased by S5 .3 iiii II ion

Due to the nature ot the accounts receivable froiii straightline rents the collection period of these aniouiits

typically extends beyond one year
our experience relative to unhilled straightline rents is that portion of the

aiiiotiflts otherwise recogniiahle as revenue is never hilled to or collected from tenants due to early lease

terminations lease modifications bankruptcies and other factors Accordingly the extended collection period for

straightline rents along with our evaluation of tenant credit risk may result in the nonrecognition of portion of

straight line rental nconie until the collect ion of such income is reasonably assured II our eval uat ion of tenant

credit ii sk changes indicating more straight Ii ne re venue is reasonably collectible than previously estimated and

reilied the additional straightline rental income is recogni/ed as revenue If our evaluation of tenant credit risk

changes indicating port ion of real ied straight Ii ne rental nconie is no longer collectible reserve and had debt

expense
is recorded At December 31 20l and 2Xb accounts receivable include approximately 45 million

and S4 million respectively related to straightline renh orrespondingly these estiiiiates of collectahility

have diiect inipiict on our net income

Real L.tiaie

Ihe nat tire uI our business as an owner rede seloper and iperator if retail shopping centers and tnt xed use

properties iiieaiis that we invest significant iriiounts of capital lepreciition and iiiaiiiteiiiiice costs relating to

our properties constitute substantial costs for us as well as the industry as whole We capitiliie real estate

iii vest nient and depreciate them on straight Ii ne basis in accordance with jA and consistent with industry

standards based on our best est mates of the assets physical and economic useful Ii es We period icil ly review

lie est mated Ii es of our assets and mpletnent changes as necessary to these estimates and theref ore to our

deprec iat ion rates.lhese reviews take into account the historical ret renient and replacement of our assets the

repairs required to maintain the condition of our assets the cost of redevelopments that may extend the useful

Ii yes of our assets and general econoniic and real estate factors newly de seloped ne ighhorho id sli ippi ng

center building would typically have an econoriiic useful life of So to ears but since iiiaiiv if our assets are

not iiewlv developed buildirig estimating the useful lives of assets that are longlived requires significant

managenierit udg nient ertai ii events cou 11 occur that would materially affect our est riiates and assuiiipt iou

related to depreciation lnforeseen competition or changes in custoiiier shopping habits could substantially alter

our assumptions regarding our ability to realiie the expected return oti investment in the properly
arid therefore

red tice he ecu on imii Ii fe of he asset and affect lie mi lit of de prec at on cx pe rise to he cli arged against it Ii

lie ti rre ii rid future re veui tie .lliese assess ii ie nt Ii ave il rect iii pact on on net tic lie ftc Ion ge lie

economic useful life the lower the depreciation expetise
will he for that asset in fiscal period which in turn will

increase our net income Similarly having shorter economic useful life would increase the depreciation for

fiscal period and decrease our net iiiconie

and toiikfinigs and real estate iiiider feseftpinit.iii aie mectoded ai t.st We ciiijuiie deprecuiitioni tisimig
ilk

striightliiic iiiethod with useful lives
iitiigitig generally froiii 35 years to iiiaximiiuuii of 50 years on huildiuigs

and uuiiijoi iniprovenieuits Maintenance and repair costs are charged to operations as incurred Ieriarit work and

tither mini ji ir iiipr
ve rue mit ic Ii tnpn ve or cx te rid lie life if lie asset are capita It ied ii rid Ic pre rated over lie

life if the lease or the estiuiiated useful life of the iniprovemetits
whichever is shorter Minor imtiprovcmiictits

furnitume and equipniiciit are capitali/ed and depreciated over useful lives ranging froiii to 20 veams ertalii

ext ni and intern il ci ist directly related to lie de ye
ipni

ie lit rede ye ipmi ic mit mid leasing of rca estate

inc ud iii applicable sal aries and he re ated direct ci ist ate capita Ii ed lie api taft ed ci ist ass ten it id wit Ii

tIc ye lopni ic lit and rede ye Ii
ipi iie nt are the prec ated os em the life of he iii pr ive rue mit ap it Ii ied ci ist as si ic at ed

with leases arc depreciated or atnomiied over the base term iif the lease lJtiimiiortied leasing costs are charged to

cx pemise if the applicable tetiauit vacates before the cx
pt

rat ion of its lease tideprec ated teniatit work is

wmittenioff if the applicable tenant vacates and the tenant work is ieplaccd or has no future altie Additionally

we make st mates as he pni ihahi lit of ccii ii iii heve It
ipniie

ut amid rede se Ii if tue mit ijec be iii ci onpl et ed If

we de term mic lie rede se 11111 iC ri is no Ii oige pri ihahl of ci in fle ii in we mi rued ate lv cx pe ii se all capita Ii icd

costs which aie not recoverable



\\ lien tpplicihie as lessee ss cIassit 111 leases iii anti anti f1iiltIil1i as operatnhi or capital eases We are

inld to use iihntieiit and make estunates ni deteritunnie the lease term the estutiated econontie life of the

IopelI\ and lie Interest late to he used iii tleternntiini_ liether or not the lease meets the tiialiticatioii of

.ipital lease and is ecorded as an asset

rudest costs oii tIes clopiiietits and niajor redes elopnients are capitiIiied as part of developiitettts attd

itdeselopiiietits lot placed iii sers ice apitaliiattoti of interest cottlillences heti developtiietit activities and

ispeiiditiiies heciti atid etitl
ipuiii coitiplettoti ss Inch is ss hen the asset is ready for its intended nse eneralI

rental propert\ is coiisid red substantially complete aid read for its intended use upon completion of tenant

iuiprti\ ellients hut no later than one veal lioiti coiiipletioit of Itiajor cottstnuctjoti activity We tnake udgtitents as

ii the tulle period ol el ss hitch to capitalie such costs itid these assnttiptions have ditect illipact on tiet income

hecanse capitaliied costs ate lot subtracted iii calcnlattne let iticoitie If the tinte period for capitali irig ititerest

esteiided iliore interest is capitaliied thiereh tIecreasitiu Interest espelise and increasing net incotlie during

iii peru ut

/0 1/ It/It
t/IiI

i/I/out

poir ucqluisitiul/
of pclatilig teal estate properties sse estililate the fair alue of acquiited tangible assets

coiisistilid of land hniidui aiid iiiipro\eliieitts idetutihed iiitaiigihie assets atid liabilities consisting of above

niirkei anti helost niarket leases iii place leases and teiiaiit ielationshuips and assumed debt Based on these

cstliiiatcs allocate the purchase price to the applicable assets atid liabilities We utiliie iiiethiods sittiilar to

those useti itidepetidetit apraisers iii estiiiiatiiie the fair uliie of acquired assets and liabilities Ihe same

allocatctt to in place leases is anntrtied over the related lease teriti and reflected as rental iticoitie in the

siuteiiieiit of opeiatioiis If the same of heloss nuarket lease ititatigibles includes renessal option periods se

iii lutic such iencssal pci iods iii the aiiiorti/atioii period uitiliel If tenant Vacates its space prior to cotitiactual

ttrlinliatioiu itt its lease the unaiiiortiied balance of an\ iii place lease salne is ssritteti tiff to retital incoitie

rrI It tilt ui/ti lFPl/uullOieii

luete tie estunittes anti assuitiptions tiiade niaiiaeeiiietit ill pieparitig the tisolidated fuianciil statettietits foi

ss itch the actual icsults ill be deterttittied oser long petiods of tithe Ilus includes the recoserability of long

is ed assets uncludutig our properties that hiase been acquned oi retleseluipeul itid 0111 itisestilletlt itt celtaul point

cituiles Maiiageiiieiits esalnaiuoii itt
iiiilaiiiiieiit iiichutles res less for possible itiulicators ut inipaiiltient as ssell

is in certain cucunistances undiscounted and discounted cash floss anal sis Snice most ut our itivestuients in

cii estate ale ss hioll oss iied or ciiiitruilled assets ss liucli are held for use pipeit ss ithi
itiipatrtiieiit indicators is

In si listed fuui uuipau nielit hs
coniparnig the uiiuhscuiuuited cash floss including residual value to the current net

it ok silue of the piu1piit If the iutidiscouuuteul cash flosss are less thiati the net book salue the piopert\ is svritten

ut 51
ii

to e\Pected fair tine

lie cilcuiutitui of Itothi uhiscotutited intl uuithisconntei ctshi flosss requites niiiltigeihieut to uiake estutiates itt

uuiiiie cushi hiss
iiicluthiiig es eiiuies operatiitg e\Ieiises iehuiiretl ttiaititenance and des elopiiient expendituites

nil kit cotithutioiis uheiiiiiuh for
space teiiaiits itid rental rates tiver lotig periods Because our prtipeities

Is picall hiase lone life the .ussuitiptioiis used to estitnite the future recoverihihit of hook value requires

sreiiif cant iiiaiiweiiieiit ludgiiient Actual results couiid be sigiiii icaittl different frotti the estiniatetihese

istiiiiiies hive tiiiect iitipact liii net iiicoiiie because recorditig ni
ihiipairitietit charge results iii negative

.uuljuistnient to net incuunie

liii 7/i ill

tie sutiiuetiiiies iiisoled iii itsssuiits ssirriiit\ clauiiis intl etis ilothhilelitil illittets arising in the ordinary

iou/se of biisiiiess Miiiugeiiieiit iiiakes issuuiliptious iiid estiitiates coticerniiig the likelihood and amount of aiiv

ptcntial loss ieluIuliu to these niatteis We accrue hiahihit tot litigation it an uutlfasorable otutcoine is probable



and the ariiourlt ol loss can be reasonably estiiiiated II an unit voiable outcorile is Prballe arid reasonable

estimate of the loss is range we accrue the best estnniiate within the rarige
however it no amount within the

range is helter estinliate than any other aiiiotiiit the nilinInluril within the range is accrued Any dilterence

bei ccii our estiiiiate of potential loss and the actual outcoilie would result iii an increase or decrease to net

ne oiiie

As further discussed in Note to the onsolidated Financial Statements we are party to litigation Hatter

related to parcel of laud adjacent to our Sanlana Row proleit tiri
rig

the judge awarded damages to the

plaintiff including interest and costs of suit resulting iii us increasing our litigation accrual to 16.4 mullion We

aiud the
plairitifl

both appealed the ruling and oral argiiiiieilts on the appeal ene heard iii Iecernber 211 hnral

ruling on the appeal was issued iii February 2W hnch rejected 10th appeals and consequenitl altirinied the

final judgriient against us therefore in Iecemiiher 20H we adjusted our accrual to 16.2 million which reliects

the aiiuniut ss expect to pay in first quarter

In addition reserve for estimniated losses it any associated ill arianiies given to buer at the tntnue an

asset is sold or other potential liabilities elating to that sale taking any insurance polices into account these

warranties niiav extend up to ten years arid the calculation of potetitial liability requires sigmuiticamnt ndgniieiit II

changes ru ticts and circuiiistances indicate that arranit\ reserses are understated se will accrue additional

reser\es at such tinuue liability has been incurred and tIre costs can be reasonably estnnnuated Warrants reset ses

are released once the legal liability period has expired or all related sork has been substanutrall comiijfeted Anus

changes to our estinuateI warrant losses would result iii art increase or decrease ti net incoinue

II In

We are sellinusured for general liahilit costs up to preletetrnuitu1l
retained amliotitits per cliinii arid we believe

that iiiaintain adequate accruals to co\ er our retained liability We currently do not inlaintain third party stop

loss insurance policies to co\ei liabilit costs iii excess of predetermined retained ainiourits Our accrual for self

iiisuraiicc liabihit is deterrniined niuariagemnueiit
arid is based on claiinis filed and an estinniate of cliiniis incurred

but riot vet reported Maniageuieiit considers nuruuber of factors including thirdparty actuarial analysis and

future increases iii costs of damns heir niakinig these deterriuiniatuomis If our liability costs differ troiri these

accruals it ill increase or decrease our net inrcoinnc

Reerintly Adopted Actoirntirig Ironouriritefll

Iii lunie the Iiiiaricial Accounting Standards Hoard lASH mstiel rie accotinitinig
standard hich

provides certaiii cluaniges to the es aluationu of VII including requirinig qualitative rather thnani quantitati\e

anualsis to deterrnuinue the prinnuan\ benueliciar of VII coiitnniuous assessruients of hethcr an eriterpnise is the

priniuimr
beneficiary of VIF arid eruhanuced disclosures about an enterprises iiivoleiiuerut with VII rider the

nue standard the mnuarv beneficiary has both the power to dn reel he activities that most sig ni ml meant ly nnpact

econoniuic pert urnniance ol the VII and the obligation to absorb losses or the right to receive benelits that could

potenitiall be sigiiit
icaiit to the VII

We adopted the stanidamd effective January 2111 Ihe adoption
dtd not have material Impact to our financial

statennienits lIne iies l\ iequiired balance sheet disclosures regarding assets arid Inahilitres of comisolidated VII

hia beer ncnithieticall included iii our balance sheet these parenthetical anuuounits relate to Mel mIle Mall iii

huntington Ncs York shopping cenuter anid adtaccnit comnumiuercial buuldinig inn Nors alk omniuectrcut hunchi is

further discussed iii Note to the consolidated financial statemnienits in thins Fonrni luK arid huntington Square inn

last Northipunt Ne York which is further discussed inn Note to the coinsolndated tnnanicmal statennients inn thins

Iornni o.k Although the adoption of this standard did riot have nniatenial impact to oun finnanicral stmteninennts

this stanidaid could mnnipact future consolidation of entities based oii the sPeLiI ic facts arid cmrcumnnistanuces of those

ut it iLs



In July 2010 the FASBissued new accounting standard that requires enhanced disclosures about financing

receivables including the allowance for credit losses credit quality and impaired loans This standard is

effective for fiscal
years ending after December 15 2010 We adopted the standard in the fourth quarter 2010 and

it did not have material impact to our financial statements

Property Acquisitions and Dispositions

2010 Signfl cant Acquisitions

summary of our simficant acquisitions in 2010 is as follows

GrossLsab1e Purchase

Date Property City State Area Price

In square feet In millions

August 16 Huntington Square East Northport NY 74000 $17.61

November 10 Former Mervyns Parcel Escondido Escondido CA 75000 11.22

Promenade

November 22 Pentagon Row Arlington VA N/A 53
December 27 Bethesda Row Bethesda MD N/A 944

Total 149 000 $467

We acquired the leasehold interest in this property Approximately $9.2 million of net assets acquired were

allocated to other assets for above market leases and below market ground lease for which we are the

lessee Approximately $1.7 million of net assets acquired were allocated to liabilities for below market

leases We incurred approximately $0.3 million of acquisition costs which are included in general and

administrative expenses

This property is adjacent to and operated as part of Escondido Promenade which is owned through

partnership in which we own the controlling interest

We and subsidiary of Post Properties Inc Post purchased the fee interest in the land under Pentagon

Row The land was purchased as result of favorable outcome to litigation In September 2008 we and

Post sued Vornado Realty Trust and related entities Vornado for breach of contract in the Circuit Court

of Arlington County Virgrnia The breach of contract was result of Vornado acquiring in transactions in

2005 and 2007 the fee interest in the land under our Pentagon Row project without first giving us and Post

the opportunity to purchase the fee interest in that land as required by the right of first offer ROFO
provisions

included in the documentation relating to the Pentagon Row project On April 30 2010 the judge

in this case issued ruling that Vornado failed to comply with the ROFO and as result breached the

contract and ordered Vornado tO sell to us and Post collectively the land underPentagon Row Vornado

appealed the ruling however the appeal was denied in November 2010 As part of the acquisition of the

land and tennination of the respective ground lease we were relieved of our deferred ground rent liability

for approximately $8.8 million The liability was offset against the net purchase price with the excess of the

liability over the purchase price of $0.3 million included in the statement of operations as an adjustment to

rental expense

We acquired the fee interest in approximately 2.1 acres of land under Bethesda Row Prior to the

transaction the land parcel was owned pursuant to ground lease and encumbered by capital lease

obligation which were terminated as part of the transaction

2010 Assets Held for Sale

In December 2010 we committed to plan of sale for two buildings on Fifth Avenue in San Diego California

As the buildings met the criteria to be classified as held for sale we recognized $0.4 million loss to write down

one of the buildings to its expected sales price less cost to sell We expect the sales will be completed in 201

The operations of the buildings have been reclassified as discontinued operations in the consolidated statements

of operations for all years presented and included in assets held for sale in our consolidated balance sheets
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2009 Sinifleant Transactions

On June 289 one of our tenants acquired from us our fee interest in land parcel in White Marsh

Maryland that was subject to It ng tern roti nd leise The grt RInd lease included au pt it ft if the tenant

purchase the tee interest lhe sales price was $2.1 million and resulted in gain of $0.4 million

ctoher 2009 we acquired 6.6 acres of nverf ront property at Assembly Row in Sonierville

Massachusetts for use in future developnient in exchange for the sale of 2.4 acics of adlacent inland land $3

million in cash and the assumption of $5 million liability Ihe purchase price of the riserfroiit parcel as

determined to he $33.1 million based on current fair value calculations Ihe sale of the inland land resulted in no

gain or loss on sale as the fair value of the consideration exchanged equaled the cost basis of the land sold

2010 Significant Ieht Fquity and Other Transactions

January 28 2110 we delivered notice exercising our option to extend the maturity date one year to

July 27 2011 on our revolving credit facility which hears interest at l.IROR plus 42.5 basis points
We paid an

extension lee of $0.5 million which is being anioitiied over the remaining terni of the revolving credit facility

On March 2010 we issued $lS0 million of fixed rate senior notes that mature on April 2120 and bear

interest at Ihe net proceeds from this note offering after issuance discounts underwriting fees and other

costs were $148.5 mill ion

On various dates from lebruary 25 2010 to March 2010 we repaid the reunaiiiing
$250.0 million balance of

our term It ali Ihe term ba ti had an in gina maturity date July 27 211 lit we ye the It aii agree rue lIt

tic tided an opt it in to prepay he oan in ht ile or in part at aiuy the wit htu pre liii LI lU tia It uc to these

repayments apprtx uuuately $2.8 nii II ion If unaniort ed debt fees were recorded as additional interest expense in

211 uid are inc tided in earl ext ng Li slit liC lit if debt in lie con st idated state inc lit if perat it uiis tie te uiii

Itian was repaid using cash on hand and cash frotn the iii ill ion note issuance

On March 30 2010 we acquired the first niortgage loan tin shitippitig center located in Noralk

onnecticut The first mortgage loan bears iuuterest at 7.25% liiatures on Septeunber 2032 and as td

lecemher 31 2011 had an outstanding contractual principal balance of 511.3 million Since November 288

we have lie Id he second tuit rt gage this slit ippu ng cc liter and first lilt urt gage on an ad
pa

nt un ii ie Ic

building which had an outstanding balance of 57.4 niillitin at lecember 31 2010 All of these loans are currently

in default and foreclosure proceedings have been filed

We reached an agreement with the borrower whereby the borrower wtiuld repay the loans by March 29 2011

and are currently in negtitiatitins with the htwrower to modify the loans If the loans are not liitRllfied or the

borrower fails to repay the loans at that time we will be entitled to receive deed-tn-lieu of foreclosure for both

properties
It we acquire the properties thrtiugh exercise of the deedinlieu of foreclosuue we believe the fair

val tie td the properties approximates our carry ng amtiunt of these loans which are tin un in accrual stat its

I3ecau se lie It auu are in default we have cert un rig hits tInder he first nit wtgage It ua uu agree ui iC lit hat give ti lie

ability ttl direct the activities that most significantly impact the shopping ceuuter lthtnigh we are not curuent ly

exercising atid dti ntit expect to exercise thtise rights the extstelice of those rights in the loati agreement results in

the entity being VIl Additionally given our iiivestuuietit in both the first and second luitntgage ouu the ploperty

the overall decline iui fair market value since the loans were tnitiated and the current default statLis tif the Itians

we also have the obligation to absorb losses or rights tti ueceuve hetief its that could poteiituably be sigiuificauut to

he II till sequent by we have de terlu ii ned we are lie pri mary bene ftc ary this Ii rid ci ni Md idat etl lie

shopping center atid adjacent building as of March 30 2010 lheref tire our itivestunent in the property of

apprt
uxi mat ely 8.3 un ill it is tic tided in rca estate in he ci mst idated balance sheet as of ece tuber 31

2010
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lii ihliei 1010 lolhlll \\ ood out hid I.\ectitI\e tticei granted t02 Thare ol retricted .ttiCk

thief it tjpro\liii.IteI\ 5l0.XX liieli II et on ctoher II 2115 AdditionaII Mr \ood atitiuial hae

pt\ iticti I\ed toni 57000X to d50000 per sear ettectie \o\et11her 2110 l1l tariiet hiinn wa
likiead twtti 00 iii ha\e alar to 5fY ol Iti hae aIar hegiiinttii itIt lu 2011 honu and Ilk tariet

illioulit lot tetittiI eqnlt\ to he issued itt Iehruar 201 uimtei 0111 2111 Perhrttiatlce ltteetttise Plati as

iiiietuleI 2010 Platit sas ittereised from 52.0 ttiilltott to 4.0 tittlltoit rants under the 2010 Plait eenerulI

\cst 051 ilnee to si\ \ears

lie ottlpetts ouiitiittee of the Hoard itt rustees deterituned tat these cotttpensation adjusitttents \ete

ii idetit consistent ss itli the rusts cotilpensatittit philiisopli and in the best interest ot the Iritsts shtirteholders

IILr isideritie tour ttttr tactors the appropriate market due br Mr Woods sers ices after tetailliiut

Liiisiiliiit to benchmark coiiiparahle real estate cottipailles
and make recottiiitettditiiiits the historical

impel tini.utmcc of the
rtlp.itt\ oser the last decade iii tertlis itt shareholder alue eteaiion and the prospects br

iituiiid iutpet tomitiatice in the lutnre cl tire actise teertutuip hit Mr Woods sets ices in the ttiarketplace and

lii reIitel strone desire lii retain hntt and hits setlior tttanaienrent team at the trust and Id the ahiIit oh the

tent seniot niauaeetttent team to take iidsantaie iii tuture oppuirtniliiies to increase shaieholdet aIue

iimihem li 2010 sse a.qtrited the lee tittetest Ill appto\ittiateI 2.1 acies of land tinder our Rethesda Ro
piopert\ Irtot to the transaction se had capital lease ohligaiton ot 1.0 mIlton ott the land parcel which was

ctmttpiiisIteiI as part of the ttansactton

lorniation of joint vnture

Iii \1.\ 2010 ssc torttted turns Newllurv Stieet IV II nutted Iatttietshiip fNewhni Street Iarttletshiip

setitiite luniteth paitttershitp ss ith air affiliate itt Irnruis htvestttrent Ilitlditti.s 1.1 Iautus which plart

cpiire operate itid redevelop tip
to 52X ttttllion ot propetties located pruttattl ni tIre Hack Hay sectiott ot

FIstitim S1tssaclttrsetts We told art 55 httttited Partttershiip ititetest itt Newbury Street Partnershnp and taurus

hills littuteil partttetshnp ntterest and stses as general partttet general pariner taurus ts respotisible

Ii tlti opimatloll itil ttiutiieeitieitt ot the propettles suhfect 0111 apptosiil lilt ttiajiit
decistittis We Itase

ilu lie ettttt\ and deterttiirted that it is not \/IIAccitriItui.rl eiVeit Iaunus role as ieneral parttier we

ks oiliH lot our titetest it Ness huts Street Partttershiip usitti the equuiv method Ititirrg 2W .e recorded

\pettses of apprii\ittiitel\ 0.2 nulhion telaied to our share ot tortiritioti costs ot Ness bury Street Rirttiersliip

Ness hiir Sheet Parhttetshttp is subject to bMI\ sill pritvtstoti ss hncht is custoiriar for teal estate jiiittt sentute

Liseitmclits itid lie itiilustt Ite hui sell can he eeicised otil it certirti circumstances tbttonght Ma 2014 arid

mitts he uutiited hs ettltet patI\ it ati\tittie threteit let ss Inch could result iii eitltet the sale of iii iiitetest or the

use if is iilahle iaslt ot horross
lips

to requite Inituis iitterest

ti \1t 2010 Nesvlluur\ Stteet Iarttterslnp acquired the tee ittterest ti tsso buildings located ott Ness hur

Siteit
ti

Uiistiiti \1issachiuisetts for putchtase price oh 17.5 ittilluoti lIre properties include approiiriatel

bl0 squire beet oh tetutf arid itttrce space sigtitticaitt portuiir ot the othice space was vrcattt when the

luipetmes ssete icilnited uttd ire curretitI being leased up \\ cotittthuited 575 ittillioti tossards thus acquusitiitri

itil Ills ided itt 55.5 tttilliott irtterestonI loin secured by the Isso buildings the bait itratures ti May 2112

siihjeit lit otte seat etetlsrittr option atid heats iittctest at 0di I.IIR pIts 4111 basis points All airmotituis

tiitrihuited atid Rl\ artced to Newhuir Street Iarttiershttp are iticluided tim htisesititerit itt real estate partnerships

iii tlte .orisolidated llalartce sheet Intetcutnipaii ptittit gerterated trittit irtterest income ott tlte loan is ehitiritrated

tttsilitlitiittt ne to the titrimg ob teceis
tip

inancial irulotrriation trottt tIme general parttmet our share of

jsratuii eurtuitgs is recorded otte
iIuiatier

itt attears tiiing 201 sse tecorded approsittratel 50.2 trillion

liteil ii out sltite of
icquisitiitri

related costs
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itigation Iroision

lii 1av breach oF contract action is tiled against us iii the titled States listrict onit for the Northern

Iistrict of alifortita San Jose i.ion tlleiini that
.1

one paie
loctniieiil eiititled iiii.il Pioposal coiistitiited

ground lease ot paicel 11 property located adiacent to toil Santana ROV Iiert aiid gave
the

pliiiitif
the

option to require
that acquire the property at lrlL1 kteriiiilied in accordance ith formula included ii the

Iinal Proposal ilie Final Pt posal e\plicitl stated that it was sublect to applo\ al of the terms and

conditions of forimial agmeeiiient trial as to liability oni as held iii mime 26 and ui rendered verdict

agal ilst Its

trial oii the issue of damages was field in April 2115 and the court issued tentati\e rtiliiig
in April 2U

avaRlil1l daiiiages to the
Plaiiltltt

of appio\iiiiatelv 14.4 iiiiilioii plus imiterest Accordiiigi coiisideriiig all the

infotiiiation available to us wheti we filed out Match 31 25 loriii iUQ out best estttttate tif datiiai.es ititetest

and other costs was 521.4 iiiilliomi resulting in an increase in our accrual for this ii1tttti Itt 52i.t miiilhioii In mite

2O the court issued fiiial judgiiieiit awarding daitiages of 515.1 iiiillioii imicltidimig
imiterest pIns costs of stilt

and in ink 2111 ..e and the plaintiff both filed notice of appeal ithi the iiited States otirt of Appeals for the

Ninth ircuit In Ieceniber 20U1 the
plaiiitifl

tiled an appelfee principal and response brieF pmo ding

additional iiiformiiatioii iegaiding the issues the plaiiitift is appealiiig iiseit the additional iiiforiiiatioii regaiding

the appeal ..e lowered our accrual to f.4 niillioii iii the fourth quarter 2X which retlected our best estittiate

of the litieation iiabilit oral arguments on the appeal s.eie heard iii leceiiiber 2111 final ruling oil the

appeal was issued iii February 211 which reiected both appeals and conseqtieiitl\ aftiritied the fiiial ltidgiiieiit

against us herd ore iii Ieceinber 211 we adjusted our accrual to SI .2 iiiillioii liichi reflects the aitiount ..e

exPect to PY 1st luaitei 211

Ifie miet change ii titti accrual iii 2111 and 2X is included iii litigation provision iii our coiisolilatel

stateilients of operations
Ihe litigation accrual of l.2 iiiilhioii and l.4 iiiillion at Ieceiiiber 3l 2111 and

2X respectiselv is included in the accounts payable and accrued expenses line iteiii in our comisolidatef

balance sheets uiing 2111 and 29 we incurred allitioiial legal and other costs related to this la suit and

appeal process wInch are also iicluded iii the litigation provision line tent oi the consolidated statenients of

operations

SuhSeIueflt

January 211 s.e acquired the tee interest iii os.em Shops located iii Ias le Ilorida for net purchase

price
of appmoxiniatel ntillioii which includes the assniliptittil of iiiortgage loan ot approsiiiiately 541.1

million Ilie mortgage loan bears interest at 6.52 is interest oiil until July 211 at s.lnch tiiiie it coil erts to

3vear aiiiortiaion schedule and matures in Jul 2115 Ihe loaii is piepa.ahle alter June 211 and se expect

to repay the loan during 211 which will imiclude Iielmflmt pitmiwit oii the otitstaiidiiig bait balance

Flte property contains ippiosi iiatelv .72 square feet of gross
heasable area imot is shiados anchioied

loiiie epot and ostct

utlook

We seek growth in eariiing binds froiti operations antI cash ho. primmiuih through contbntation ot the

tollowing

gitsvtht
iii tni pttitfolio triuii lilLit iedes elttpiiieiits

eaiisitni ot tttir pttrttoli through PrP1rt\ acqimisitittits imtd

growth in our sautecenter prlfIm

Our propeities are located in densel 1pilated or affluent areas with high barriers to entr\ hitch allow us to

take advaiflage ot redevelopiiieiit opportunities
that euiliamice our tperatiiig pemforiiiaimce thiiougli ieiios atioii

expansion meconfiguration and/or ieteiiantiiig \e evaluate our propeities on au oitgoiiig basis to idemitmf these
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of olIoItttItItte\ In 2010 red eIoprrtertt proJeet lotairite 27 rnllnni tahiIted In 201 and 2012 we

10 It.t\e teii\ihjnIeflt oJect tahiltintg tilt pFotected Lot of tppro\tInateI\ S4 irniltoit arid S0
tritlitoit e\iieitt ei

.\ddittott.tII iontnttte to triet it tIre deeIoptrtertt at \oeitthI Rtt fitch Iorteierttt dt.eIoprrtettt

project i\pect 10 he ntttTed ill o\er tire er Ililiti \ears lie propeet cnrrentlv ita /oittiip eIititleIiieTii to huild

ittilijoit qnale ft_ct of t_oiiirriercttI rt.e lttIIdrrtt.\ 2.100 re\tIerttltI ttlttt arid 2X roorrt hotel We e\peci

hit \C ill \tItILtttre art\ ftttnre deeloprrterit ri lrhtnrter t_Ie\terteI to irttiiate tint rkk winch rna include

trattIer if ctttttierttettt\ iii ctit_leeloptiti itht ttthier teal estate corripante We itae eirteted tutu PteiIIflinaF\

tunct_lttetti tilt tcadenttai deeittper for the tnt pIht\e of le\eioIrtteitt and coultittttt our inrietti

Riii\eitljittittt nnl tttfratittcttire ork \\ receted tppro\ttttatei\ ntillion in pnhlic fttrtdirti
in \priI

2011
\t_

11111 included fl ttttte parable it
tire t.otNoiRlaied hteet related to the ittratrticttiie ork

\t_C It.tc otripieted arid
e\pect tire iate ill cotitpleie cettatri addittorral nifrastruciure ork tiiiti

cO\ clrtltcni tnnttiti ftntd \\e ntcttrred appro\irItaiei\ milton related to the uleeIopriiertt iii 200 net of

hi puthltt_ fttttdnte iitcttoed ilo\e artd e\pect to tttittr heteett II iuitlitort arid S.i tttiiliort ri 201 net of

_\1ti ltd ttthltt_ Iintliti

cltittlitite iii ii\ ti\ tiittlstttoii oIIorittIttttr iittiket hurt iOtttjit_riieIit our trtifohitt ant_i

ltO\ tilt ioitc Terirt oIIorttttuIrIe erier.iIlr tittr aclttiiitout un runt truttialir cttriiriitiie iertittcariiIr itt earriinrg

ltti\u\t_L iiue tO\ tile hint_i teitrt re Ieattie t.irotit rede\eloprIteiii OIpttItttirIttes arid oilier tratet_ii

uuiPuu1ittltttte \it i_iro tli frtrrt
at_iluIrttIttii coiuititr_ierit nut utur thtlutr itt find

prttpeitie tittt tiled 011

itt.iilt.ttl\u inttularik at irtce tft.tt itteet tntir frntatrt_tal lttnIle Ihtrtee iii iitteret rates itrr itiect trur success in

tcltiuttte cattttite _itt_iIt tltitttti_lt
acqttusrtuttrts

hr affecttrti_i birth ihte
price that trust he pit_i toacqitirea

Iuuj1etl is \\elI as otni ihtlttr tnt ecorrottticahlr fnttrtt_e the pttnpert\ .tt_uirttstttotr
ierterallr tntr acqutsritorrs ate

nttitdi littaticeul hr iailthlecaslt ariul/nur hiorrnuriti_is trtiuler ntttr reolsrrti_i credit iat_tlitr drichr rrrar bereptin.i

Ittir \t_ tilt tttttuls rtiseul tlirtttteht tire tssu.trtce nd nte
euhtutir itt ire Inure tenirt uieht rt nuccasittir also finance

otti
uplistttnitis

thttittteit tite tsstltrtce nil cnurtitinntt sihtres preferreui shares nit do tRill tunis .ts \elI as iiintnipii

tLittttil
ni tli\ tttiiiti_iti_it.s

iii tiiit_ ciitct tn\\ ut is pt
tnttrilr drtert hr uttcteases ut teittal tates tint ites leases atI lease reneaIs arid

Ihitlecs ti potifoltui occttpattcr her the lott tetttt tire triftll ttatttte tnt_I strtnit ulentoetaphircs of tint prtnpeniies

ltt\ dc .1 tltiett_ it_h tlttti_ie tlltt tti its to tttantitttt relatt dr Itielt
ntccttpiittcr

atid Increase it_rita rates lie

itt rent ut_ otioiitti ctr ttititittettt iita\ ltttt_e\er nttpact tutu abtltir to titciease reittal rates in the shtoit ferrrt arid

ttta\ i.qtttic Its to ut_crease sotute retrial iates his t_ ill itase lotte terttt Ititpact oser the citritractual teirtr tn tire

leisi tdiectttcitt t_ Iticit oti t\craee is heteeit tte and tert rears e\pect ttt cotittitue to see sittall changes in

oct ttlhtrti ut\ct tIre sltttti it_nit itid epect irtcieases tn ttccttpaitcr tnt he drter of otn sarrie center groihi over

ilte Iititi_i ci itt ts ut_c tie able tnt lease titese acarti spaces We seek to litattitatri ittt\ of strong itatintital

ier_iuutttl tttui local tettilets \i Iecettthei 2010 nit stitele tetitrti tccottrrtet_f liii ittitre thiait of arritutalied

iitl

itt iiiltcurt iiuttttttlltt_ ctiu trutlttttertt itas tttipacteul the success ttf ttttr tcttattts tetatl ttperaitoits aitd tlteietttte tire

ol ciii tutu c\pcttse tetriubtit setiterils use recetu fintitt itt_ti teutaitt titce 2Ii use hias ccii tenants

c\iit.l ciii tttr uleclutntn sties utc.ttutte eanlr or fthtte fur hattktttptt_r us ut_eli as seektne it_itt reltef hunt tis as

intilkid \uir ieuittt_ tutu ti tint ieit.iitts tlrltttes tnt ur base ictit penceittige ciii 01 oilier charges ut_ill ads erseI

iffu our ltitiitctti t_ntitultitttrt ittul restults tf opennituttis 5\ tile use hiclteue the lntcttituii nf our ceitters arid uhiuerse

ictlurrt hnse itrtitgties tite tiegttt\n tnitp.uct
nif tine ecorintnttic elts rnnrttirrent use inir see an increase tnt \icaticr O\u.l

itt slinti ten ti that
t_

uittluf Itas ttegttiue trttpact ott our icu etrue anti had debt e\peirse nrtrug the latter Part of

2111 usc sit_S posittue stgtts of
tuurpintueurrerit

ftir sntttre nil tiur teurairts as sell as iitcteaseui interest for tirir retail

spti is tint_set_en ihuete cati he tin tssrtianice that these pntstur\e steits us ill cniiutiiuure \ke conirurine tin titolriltur nuur

teltrrnts
utpcnatttui_i lull

itt titautces ts st_eli as treituls tnt tue reittl tttuittstir itt esaltiate mr future tittpact

liut_ eitthtt 2110 the leasable square feet ut tutu properties ut_au t2i ntccupied and t_t1 leased lire

leased tie ts ittehier titant tite occupied rate due to leased spaces that are being redevettpeuf tir improved tin that



are awaiting perililts and ilieretore are ott vet ready to be occupied Our occupancy and leased rates are subject

to variability over time due to factors including acquisitions
the timing of the start and stahilii.ation of our

redevelopitieni projects lease expirations and tenant bankruptcies

Results of Operations

Iho ugh nit lii sect it in we have pit iv ided ceitai ii ml orniat ion on samecenter basis ntoriitat ion provided

on sailie-celitet basis includes the results of properties
that we owned and operated for the entirety of both

periods bel tig ci ittipateil except ft ir pit pert ies for wh icli significant redevelopment or expansioil
occurred during

either of the periods being compared and properties
classified as discontinued operations

vI uIi\1mR 31 2010 O1IARIJ YIAR FNIwI 1FCFMIWR 31 2M9

hangt

2011 2009 Dollars

lollar amounts in thousands

Rental incotile
525.528 512.725 $12803 2.5

Other property iiicOiIll
14.545 285 1.695

Mortgage interest iilcoinc
4601 4943 342 -6.9%

lotal property revenue
544.674 53t5 18 14.156 2.7%

Rental expeitses
111.034 08.627 2.407 2.2

Real estate taxes
59.108 58.109 999 .7

lotal piopity i.xiIlsi.5
170.142 166736 2.0

Propert operating incoitie 374.532 363.782 10.750 3.0i

Other interest iic tine
256 1.894 .638 -86.5

Income front real estate partnerships
1061 1.322 262 l9.8

Interest expense
101.882 108.781 6.899 6.3

Farlv extinguislinient of debt 2801 2639 162 I%

and adiiiinistratie expense
24.189 22.032 2.157 9.8

.iiigatioil pros isbn
330 16355 16t25 98.0i

Iepreciation and aiiiorti/atioil 119.539 114.812 4.727 I%

lotal other net 247.425 261.403 13978 _534

ncoiiie bout continuing operations
127.117 102.379 24.728 24.2%

Iisconiinued operations loss income 281 195 475 -243.6A

Iiscoiitinued operations gain on sale of real estate 108 1.298 298 -23.0%

iain on sale of real estate 411 ---- 411 lX.0

Net incoutie
128.237 103.872 24365 23.5

Net income attributable to noncontiolling inteiests 5.447 5.568 121

Net incoilie attributable to the Irust $12279t $983t4 $24486 24.9

lroperty Revenues

lotal proprty revenue increased 514.2 uiiillion or 2.7 to $544.7 million in 2010 compared to $530.5 million

iii It te pe ice ii age icc pied at till slit pp in ce ite rs ic ma ned nc hanged at 93.2% at ece mber 211

and 289 hanges iii the comilponents
of property revenue are discussed below
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/i1t/I /111 FPI

Reitt.tI ironic ioitslst prtIlhtrll iii itiiiiiiitiitit it_lit cost reiiithiirseiitettts hirtit teitallts and pelcelitage rent Retrial

ItiiiillIi tier seti sI ititllioti or 2.5 lii t25.5 trillion iii 2010
i.oiiipitretl to 2.7 itijilioti iii 2UO due

111.111 Ii tiii_ 101i liii

in itt_lease itt .h trillion at iiieeenter properties lilt plillhril\ to liiiiher rental rates on ne ant_I

ieiiesil lejses liiLl_l5t_i.j cost lelltthlllsellletlts and iitcteasel telllporar tetlattt ilicotire

iii itt_tease ot 52 ittilliott at redeselopitient pluIetttes itie prittiaril to increased occupant_ iitt.l retital

rates ott ties leases and higher cost terrtthutsenients and

iii titcicteol ittillioti ttttillttlhle toa prtipertr act.luttted iii 2110

i/ii Ifo/uPi\ IIiOWI

tltei prtlpert lilt_tulle ittcreisetl I.7 ritillioti or .2 .111 14.5 titilliort itt 2111 cirinpared Iii SI2 tirilliort iii

.X Irii_liidd iii other
ptopeltr ittcorrie are itellis sslriclt tItltoueli tecnrriiii tend to tiuctuate titore tItan ieiital

itit_ittite trititi period to period itch is lease terlllittattirn tees Iltis iticteise is lriltiitiil\
Ilk to art increase ill

least let initiation tees

lrnpert I.XIWtlCS

ittI uopertr epellses increased S.4 ttitilnon ot 2.ft to 171.1 mullion iii 201 coniipiired to 1W.7 nitillioti itt

2X liantee iii tire
t_itttltilletits

11 jriIert\ eJetises ate t.list_tisseil belos

Iitiil/ k/Hlitis

Rental
espelises increased 24 ittillioti or 22 to 1.1 mIlton iii 2111 cottipared iii Si.h tirilliont in 2X

its lilt_i ease is diii
prnnitarn

Ir to the toIlr
itig

lit tIlt_lease ot mullion nil lepairs ttid lmltllitel1itllce due prititartly to stiitw ieniiosal cots

iii lilt_lease itt mullion ill other
iiletatlltii costs at satilecemitet plpetttes due PtiltiatilY to higher

Ieillolmtioii costs tnud

Ill lilt_tease ol S0 ittilluoti iii titilitr costs

jilt
tails itt sit ti

decmeise ot 1.4 ituillnimim lit gtouiitd tent e\pettse dime iii the putchase ol the lee rudest Iii the land

tinklen Pemittgtmit Rius iesultmng trout the settlemnteitt itt certain Ittigatnini

result ot tIme t_llttlees iii ietntal Itlcimlite otliet pttupertr lilciuntle timd tetlttl
epetises as iliscuissed alo\e rental

espeilses is peicelltage itt rental iticonlie puts other propertr lirt_otume decreased
slighitlr to 20.W in 2011 front

iii

/// 11011 /1111S

Reil elite tt\ t_\peime increased mitnllioti I.7 to sS nitlltoit iii 2011 c0illIiteI to mlii iii ii

_Xt iltie jurilluaril to iittlniI IRleases itt ta\ tssessttienits jnrttilIr otto_i hr Ioser assesstlnetnts and retunds of

tl\es at t_eitanlu plopertues lilt primarily to suiccesstutl ta appeals

lrrnpert peratiug ticoiii

It opeit\ ojeiiutllii imtcoitie imtcretsed lft iiunllmott ot to S.74.5 titilltort itt 2011 cottipated to

tutulitoit
it
20 iii tnt_tease is prinitarmlr dine to erostIi in etrtinnies at salute cetiter tuid redeselolmtettt

pert es
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Other

01/u Inh In Full

Other iiteret iiicuiiie decieaed SI iiiilliuu or to Sft titillion in 2111 cotiipaied to million in

2009 liii deciei.e i5 lue iiiiarilv to decrea.ed .liort leon liivetii1g uiiiig 259 iti\ eiel the lund lniiii

11 5o llt iil1 eqiiit\ tiail.titiOT1 111 .liiii-leliIi li.i iii tiitiiie tiiatkei and oilier highly liquid iiive.liiierit.

Ill FF11 /ouPl RIO IiIt Illuer.s/l/

Iiicoiiie troin teal e.tate paItnervliil decrea.ed 50.3 million or l9.5% SI .1 million in 201 collipareI to SI .3

tiiilIin iii 2009 Ihe decrea.e due priiiiariI to 50.4 tiitllioii ot tortitatioti aiid acqiit.itioti related CXICt.C trom

our Ne hur Street liitiier.hiip

IFiF%l lfuFin

liitere.t e\peil.e
kcrea.ed St iiiillitiii 6.3 to 5101.9 iiiillioii iii 2111 compared to 5105.5 million in 2009

Ihii decrea.e due lri1iiiiil to the tollowing

ileciea.e tt 55.2 nil 11111 due to lier horio lie. amA

au iuicuea.e 11 50.7 tiuillioii iii ctpitaIiieI intere.t

Ititi.ill tilt .et

all iuiciea.i ot S2.l uuiillioii tine lii hiielier erail ewlited erae borro Inc late

ro. iiteiest co.i .eue 5105.2 uiiillioii antI 51 14.3 uiillioii iii 201 anti 119 re.pectiel apitaliied iuiteie.t

5ft3 iiiillioui and s5.5 uiiillioui iii and 2009 re.pet..ti
ely

Lii u/V ii il1ll /1/HIll Ii/ lit

Ihe 52 iìillion earls e\tiiii.liihuilent ot debt e\peli.e iii 201 due to the riteolt 01 unaitiortiied deht tee

related to the 52501 iuiillioui paoli of the teriii loan prior to ii iuiaturitv date Ille 52 iiiillioui eailv

etingui.hiiuieiit id debt Itii 2009 coli.i.t 11 51.7 tiiilliiiti Inc to tlii wiitetilt oil LitliitllOlti/Ci debt tee relatei tt

the 51221 million pa do it ol the cliii bait iii the Iouitli quartet 200 and SI ittillitin relatei to ca.h tender

titter for 540.3 tiiillion ut our 5751 .euuior note due Ieceniher 2009 which were purchased and retired at

24
pIeliittiiil

It ir iItk

01 lii
iluii I/lI 111110 /l /i

eiieiil and adiiiiiii.tratie expen.e
increased 52.2 iiiillioii or 954 to S24.2 iiiilluiii iii 2011 compared to 522

uiiillioii in 2000 Ihe iiicrease is priiuiarih due to higher pr.tiuu1l elated coi.t. hui.her acquisition cost

iesuit ut epeii.ing all iraii.actRni coist. and highei legal tee result ot the litigation regarding certain tight

to acquile
the land under Ietitacoii Ro turther di.cus.ed iii Note 2to the consolidated linaiicial stateiuieults in

this turin Ii

liii 01101 Iuoii OWl

Fhie 50.3 million litigation pros isbn iii 211 is due to certain co.t related to the litigation and appeal piocess

oei parcel ot land located adacetit toi Saiitatia Ro paitially oll.et b\ the adlti.tuiieiit ot the litigatioti provision

to Slo.2 iiiillioui based on the repectioii oil both parties appeal in February 211 lhe 516.4 million litigation

prtivi.ioui iii 200 relates to iiicrea.iiig the accrual as well cost related to the litigatioii and appeal pioce. lou

such litigation ttiatter See Note to the coiisolidated tinancial statetuietits iii this lorni luK for further

liscussioti ott the litigation
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i/j ciii/ lii /tituii

eii_ iitiii iiil itiititi/jtRii C\JCiiC iiicieaei 4.7 iiillitni tr .1.1 tti It.S iiiilluni iii 2111 liiiiii

iiuilluni iii Iii iiieieac due piiiiiarih Iii LaIlt.LI iIiiIIteli1e1t at iiiieCeiitei and redeeIu1iient

ie ties inI aeL1I1iateI IeTeCIaIiiTi related to the Ii iiie ii ue of CCItjiil iide
Ioptiieiit ILiiIdiii

I\ 1Iu Hjffl Loss Isu owe

Si iii Inc Iiiw l.IIconIntLIed operation rereenk iii.
olleratnie hIe nicoiiie of I10PrtIe IfLit have heen

ot ill he ii\ltieI Fitch re1uned to he reported epara1eI\ from iestilh 11
oligoing speiation.Ihi.

ieae ieIatc ii .4 nnllion expene ni 2111 to rite IlIn one of the propertie to he ilId in 211 to fair

ilne Ics lt to CII

Si iiiiuI Iu us on .SIe o/ keul lute

lie inlluti e.tni on sale ol real etaIe liont dicininiued operatloit\ for 21I lelate\ to the Final \ettleiilent

ut Itel ss iii the contiaciol reponsihIe For perftiriniitu kfectie tirk ni pre lttn ear related to the oik
in in nnectlon thi the Sale of certant condomitutitit uniN at Suttana Rit ftc nnllton nani on sale of

111111 Iu.tntnttied operalttin for 2X eonu\t priinartI oh ntillion in iiurattce proceed
elated to repait perforitted oil certain cttitdoinnnuiii units it Sniiatti as lie result of defectise

ssiL lone Ii\ ilnid tit\ ontiacttrs in prtorearsaitISi.4 itilhionon the sale of our lee itterest tia land parcel

iii \\ lute \tusIt \laI Ltil that as stihpeci to lone teriit eiotiiid lease

iisi si nil /sjI stOle

lii million cant on sale of real estate in is due to iiidentiiatioit proceeds net of costs at one oh our

itIteiit iiniina liopertles iitrdertoexpatida local road
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YFAR FNIFI IWUF 31 2009 coMlARFI To YEAR ENDED 1F31 2008

hange

200 2008 Iollars

Iollar uniount tn thousainds

Rental incoilie 12725 So 1055 II .670

ther pioperty litcoilie
2.K5 4.008 .158 8.34

Mortgage interest income 4.943 4.548 395 8.7%

Iotal IiPeiiY revenue 530518 9.611 10.907

Rental expenses
08.627 109.463 836 -0.8%

Real estate taxes 58.109 55.417 2.692 4.9%

hital PrleitY XjCfl5C5
166.736 64.88 __

Property operating iiicoiiie 363.782 354.73 9115

ther Interest income .894 916 978 6.84

Incoiiie roin ieal estate parinership 1.322 1.612 290
Iiiteiest eXpense

108.781 99163 9.618 9.7%

Iarly extinguishment ol debt 2639 -- 2.639 lXU%

eiieial and adiiiinistrative expense 22032 26.732 4.78 7.6%

.itigation provision
16.355 16.355 XAY%

Iepreciation and aitiorti/ation __ U.748 4164 3.7%

lotal other net 261.403 234.115 27288

Income mutt continuing operations 102379 120.616 18237 15.I%

Discontinued opeiatioiisincotne
195 1.965 1770 90I%

Discontinued operationsgain on sale ot real estate 1298 12572 11.274 89.7%

Net income 103872 135153 31.2K -23t%

Net income attributable to noncontrolling interests 5.568 5.366 202 3.8%

Net incoilie attributable to the Trust 98304 129.787 531483 -24.3%

lroperty Revenues

lotal property revenue increased $10.9 million or 2.l% to $530.5 million in 289 compared to $519.6 million

in 288 he pe ice itt age occ pied at on shopping centers decreased to 93 .2% at ece tither 289 un pared to

94.3% at Ieceniber 31 288 Changes in the components of pro1ty revenue are discussed below

Renio/ 1nonu

Rental neottie consists pri marl ly of iii muni rent cost recoveries front tenants and percentage rent Rental

income increased $11.7 million or 2.34 to $512.7 million in 289 compared to $501.1 million in 288 due

priitiarily to the following

an increase if $7 in ill at rede ye pnlent pr upert ie tie primarily to increased rental rates on new

leases including newly created retail and residential spaces generating revenue and increased cost

rei mhursenients

an increase of $4.8 million attributable to properties acquired in 288 and

ii ni rease of .9 tiui II in at samecenter properties due to increased rental rates on new and renewal

leases and tic teased te inporary ten ant income partially ott set by wer occ ti pane percentage rent and

recoveries

pait tally
of set by

dec tease of in ill ion as resu It of having de dished an operat tug prope it in 288 for ti se In

future development
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u/o /rofli\ Inton

ther propert\ iiieoiiie Iiieascd 1.2 iiiillion or to iiiillioii iii 2XY coiiipared to 14 iiiillioii in

2XS Included iii other propell\ iticotite ate iteilis which although recurring
tend to fluctuate more thaii rental

liiioiiie tromii period to period such as lease termiiinaiion fees In 2Xt the decrease is primarily due to decrease

iii lease teiiiiiilatioti fees partiaII offset by au increase in incoiiie fF11111 our restauraiit joint eu1tures

Iruiwrt

jupert\ e\peilses iiicreised SI million or to 6.7 iiiiflioui in 2X compared to 64 million iii

.HX hinges ii the coilpnents of property expelises are discussed heloss

IiioI i/o/ie

Rental expenses decreaseif tiiillioti or .X to IUX iiiillion iii 2Xt cottipared to 5119.5 million in 2XX
Ins deemeise is due pmiiiiaril to the lollownig

decrease ot 51.4 itiillioii Ill ground rent expense it sauiiecenter piOertie5 due pruuiiarily to the

acquisition of tile fee interest iii two land parcels at I3ethesda Row in 2XX

decrease of .1 million in inauketimig expetise at saiiiecemiter and redeselopuiietit properties piiiiiarily

due to costs related to Arlington Fast Hethesda Rosx which opened during 2XX

decrease of 5ft7 iiiiilioii in insurance expense at sahiie center piopeities amid

decrease ot SO. mnillioti in payroll expense at samimecemiter and redevelopment properties

ru tijil offset hx

au uiicmeise of 521 miiilioii iii tepairs and iiiamiiteiuamice at saiiiecciitei and redexelopiiueiit properties

pruuuiaruI due to huu_her snow retiiosal costs and

iii increase of 519 nuillion attributable to propeuties acquired in

result of the changes in rental inconmie rental expenses and other property income described above rental

expeumses as peiceittagc of rental iiiconiie plus other puoperty ittcoiite decreased to 2U.7/ in 2X9 mom 21 .3/ in

/tiI 11111 /0 IS

Ret estate tax speuse imemeased 527 million or 49 to 55X iiiillioii iii 2Xt coiiipared to 5554 illilliotI in

.1 Ihmus increase is due IrtuliarilY to an increase of SI muiillioii melated to higher assessiilents at redevelopuitent

properties and niiiflion related to propemties acquired in 2XX

Iropert Operating Income

lioper opeiatmnie iiiconmme increased 59 imiillion 26 to S63 iiiilliomi in 2Xt coniipaied to

rmuullmoiu rim 2X As discussed above this increase is due piiniiarily to gmoxtht in earnings at iedevelopuiient

pTpertues 1irmiumigs ittrthitll1 to plopeities ac1iiiied iii 2XX partially offset by losser earmiimigs imi out sonic

enter portfolio as discussed above

IIwr

i/H /lHs/ /0 tI

ther umuteiest imicomnie increased SI million to SI uiiilfioii iii 2X9 compared to $09 miiilliomi iii 2XX Ilik

ulkIeilse is due
pi

monk to iiisestiiig the funds troiii our second quarter amid August 2N9 debt amid equity
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tilt ictions on shortterm bisis in nioney lihirket find other highly liquid investments while we evaluate the

current environment to leterilline the best use of the proceeds in addition to repaying the senior notes that

ii iat tired in ece tither iid paying rw tithe te ri ii an in ck ther and ece iii be

Iiitsi tense

Interest
expense

increased 59 million or 9.7 to million in 2Xt compared to S9.2 million in 200g

Ihms increase is primarily due to the following

an increase of 10.4 million due to higher borrowings

partially offset by

decrease of 50.6 million due to lower overall weighted average borrowing rate and

an increase of $0.2 million in capitaliíed interest

Gross interest costs were $114.3 million and $104.5 million in 2009 and 2X respectively apitaliied interest

amounted to $5.5 million and $5.3 million in 2009 and 2X resectively

Lap/v Ft tjnt.idjs/uiunt o/ 1eht

The $2.6 million early extinguishment of debt in 2X9 consists of $1.7 niillion due to the writeoff of

unaniortii.ed debt fees related to the $122.0 million pay down of the term loan in the fourth quarter 2X9 and SI

million related to cash tender offer for $40.3 million of our .75X senior notes due eceniher 2X9 which

were
pit

rchased and ret red at pie miii ti in to par al ue

tu nil and /n ui I.S 1111 L/u u.se

General and administrative expense
decreased $4.7 million or 7.6% to 522.1 million in 2009 front $26.7

million in 2XN The decrease is primarily due to SI .6 mitillion litigation seulenient ui 200 related to shopping

center in New Jersey .5 iii ill ion lower legal tees related to Ii tigat ion over parcel of land located adjacent to

Santana Row and other legal niatters and overall cost reduct ion efforts partially offset by expensing pe iously

capita Ii ied prede ye Ii pn ie mit st

litititioit /0tlSI1i

lhe $16.4 iiiillion litigation provision
in 2tX is due to increasing the accrual for litigation regarding parcel of

land located adjacent to Santana Row as well as other costs related to the litigation and appeal process See Note

to the consolidated financial statements in this Form 10K for further discussion on the litigation

Iepre jaijon and Amortization

Depreciation and aniorti/ation expense
increased $4 million or 3.7% to $1 I4 miiillion in 2tX9 from

SI 10.7 million in 2tX Ihis increase is due primarily to capital improvements at samecenter and redevelopment

properties and 2XN acquisitions as welt as accelerated depreciation for tenant iiitproVeliients where the tenant

vacated prior to the end of their lease term This increase is partially offset by accelerated depreciation in 2X
related to the change in use of iedevelopitient building which was later deiiiolmshed

I.su ontuuued Operations ml iane

nconie from discontinued operations represents the operating income of
iiu pert ies that have heemi disposed or

will he disposed which is required to he reported separately from resLilts of omigoimig operations he reported

income of $0.2 million and $2.0 million in 2X9 atid 2X respectively represents
the income for the period

during which we owned properties field for sale in 2tl0 or sold in 2009 and 2018
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iliiiio/ iiii OF Sale of Real Lshite

tic tuition LIti titt sale Lit real estate trout discontinued operations 111 2M9 consists Pri1111i1lY of $0.9

iii iTisilitliLl pLriceels iceised related to repairs we pertortuied on certain condoniiniunu units sold at

Siiititii Ro\\ is the iesiilt of detectise soik knie l\ third palt\ contractors in prior years and S.4 million on the

tic of iii tee iiiieiest iii lriid parcel iii White Marsh Maryland that was subject to longtenut ground lease

tic tittiltoit aiii ott sale It real estate trout discontinued operations lot 2X is due to $5.2 million gain

ii IlL sale oP tiC liilsrt\ iii ouiiiecticut 55.2 tirullion decrease iii the warranty reserve bn condominium units

otI at tiitaita Ross it 2005 aunt 2æ 1.1 ritillion of accrued state tax refunds applied for in 2K related to the

ii It the LiiiIottituttuili units at Saritana Row and $0 million gain on the sale of four land parcels in

liiid .tiid \lissaLliisitts

.iquilih and apit.il Resources

iie to lie itatitre of liii husiiiess auid strateg\ we typically generate significant anuouiuts of cash front operations

lii isli eiieiitel fioiii oleuatioits is jriiiialil paid to our coruutuiou arid preferred shareholders in the form of

dis ideinls \s RI-Il se titlist teiterall uuiake annual distributions to shareholders LI at least of our taxable

fli ii ii

iii stiiit tel ii liqiiidii ieqtiiieuiieiits consist lttiuiarily LI Obligttiiis tiuilet our calItal and operating leases

liii nil ieeiiiriit opeiitiiti espeitses regular debt service requirements including debt service relating to

itlttliittii in iepltieiiteuit debt as well as scheduled debt tulaturities recurring expenditures nonrecurring

isiiiili1iiti Sikti is teiitiit iiiiliO\ euiieiits and redes elopnients and dividends to conimun and preferred

sliiiLliolleis iir Ioiii ieu iii capital iequirettteuts consist ptituuaril of iuuatumitics under our longternu debt

iciLeiniLlitS ile\elopuieui itid redesclopnieut costs and potential acquisitions

iiiieiiil iii iipeliie aIr turd itiaiiitaiti coiisers ative capital structuie that will allow us to maintain strong debt

sei tie cos erap.e arid fixed charge coverage ratios as part It our conumnrtnuent to investmentgrade debt ratings In

tin slioil tiul unite ieriii se iiia seek to obtain funds through the issuance of additional equity unsecured and/or

seLilleLl debt ttuiiiietiies point venture relationships relating to existing prpertie or new acquisitions and

plipienis ilisjiositions thu are eoinsisteuut with this cousersatuse structtne

Iii \1iicti 211 took ids tuttage of loser loiigteruui interest rates auud issued SI So nuillion LI IDyear senior

ItOhs ii iiiieiest rile sing funds trouuu the senior ilote offering as well as cash on hand we repaid the

oiitt.tithiiie i25 uitullioit balance oit out teruuu loan ri advance of it nuaturitig in July 201 ash and cash

iipiiis
itents seie sI iiiilluiirt at leceiiiher 31 2010 which is SI I9.c million deciease from the $135.4

iiIiiiii hiiauice ii eceiithei 21Mb lhe sigiuificant decrease is due prtiuiarily to the debt transactions

hisi 15511 tilliSi tin I1itil itisestiiieiits luring 2010 howeser cash arid cash equivalents are riot the only

iiiiticttti ii inn liiiiitiIit
We also hise 5301 iutillioii unsecured resolving credit facility that tuatures July 27

211 nIh hail iii iitttstauit.Iuitg
halaitce of 577 million at leceiuuber 31 2010 During 2010 the maximum

of htrit5 iitos utstaitdiumg tinder our ievols ing credit tacilit was SP2 milliotu the weighted average

of bin ios tugs otiistaitliuig was 523.4 uttillioni and the weighted aveiage interest rate before amortization

it debt LIS is PP.7

iii tie LI ss its .ipproxtiuttel SI 123 iutilltout of debt iutaturitnes related to uuiortgages payable and senior

nIcs .\ihhitiiTttiI\ onu Rt titilliout iesols trig credit facility tuiatuies itt July 2011 We are currently working

ilk lenillels to ret ilitiice our tesitlviitg credit actlit arid antucipate being able to obtain at least similar levels of

ciiiinlitiiiilttis tiitder uies facilit We expect tIme iiuterest rate to he higher than our current revolving credit

In iIni iiitsisieitt ss itt cirrreuut urtarket rates lou situiilar facilities We currently believe that cash flows from

1iintiitis Iishi on hiiutd atid our resols
rug

credit facility will be sufficient to finance our operations debt

lliitiiiiiis titicuinni seitlettietit and recurring capital expenditures
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Our overall capital requirements in 2011 will depend upon acquisition opportunities the level of improvements

and redevelopnients on existing IroPeii ies and the liii ing and cost of development of future phases of existing

properties
While the amount of future expenditures will depend on numerous factors we expect to incur at least

similar levels of capital expenditures in 201 compared to prior periods which will be funded on shortteriti

basis with cash flow from operations
cisfi on hand and/or the revolving credit facility and on Iongiertii basis

with longterm debt or equity

If necessary we niay access the debt or equity capital markets to finance significant acquisitions ii veil our past

success as well as the status of the capital markets we expect debt or equity to he available to us Although there

is no intent at this inc if market conditions deteri irate we ii iay so delay the ti in rig
of certain level pn ie iii

and refeveloprlient projects as well as limit future acquisitions reduce our operating expenditures or rees aluare

our dividend policy

In addition to the conditions in the capital markets which could affect our ability to access those markets the

fdIowing factors could affect our ability to meet our liquidity requirements

restrictions in our debt instruments or preterred shares may limit us from incurring debt or issuing

eq uit at all ir on acceptable terni ii rider the ii pre Ii
rig

market ci md it ions and

we may he unable to service add it ma or re ace inc ut ICht Lie 11 increases in iii crest rates dec Ii ne

in our operating perf orinance

.Sunmarv o/ os/i /Ioit.s br 201 and 2009

tar Iultd tttnilwr 31

2011 21N9

In tlInuand%

isfi provided by operating activities 256.735 256.765

ash used in investing activities S70 2734

ash used in financing activities 59.239 9.255

ecrease increase in cash and cash
equi

valerits 9.592 120 66

ash and cash equivalents beginning if year 35351 15.223

ash and cash equivalents end of year 15.797 35.359

Net cash piovided by operating activities was 5256.7 million during 201 and 5256.5 million during 259 lhe

niiniriial change was primarily attributable to increases in net income before the litigation proision offset by

in ng of interest pay inents on our senior notes and terni loan as resu It of changes in the debt outstanding in

2009 and 2010 and timing of payments related to operating expenses

Net cash used in investing activities increased S59.7 million to SI 57.1 million luring 2011 froiti 127.3 iiiillion

during 19 Fhe increase was primarily attributable to

S57.1 million of acquisitions in 2010 primarily related to huntington Square the former Mervyns

out panel at soiilitfo Proiiieiiade aiid the tee interest in leiiiagoii Row and pint iou of I3etIie5fi

Row

16.7 million investment in the Newbury Street lartnership and

510.5 million acquisition of first mortgage loan in March 2010

partially off 5t by

SI niiillion decrease in capital investilients and

57 miii II ion contribution in 21 to our real estate part nershm with discretionary fund created and

advised by ING Clarion Partners which was used to repay property level debt which caine due in

leceniher 2009
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\et cash used in financing activities increased Xft niillioii to SI X1.2 million during 201 from 59.3 million

hnriiii Ihe increase sas priiiiarilv attiibutahlc to

55 6.7 iiillion decrease iii net pmeeds troiii the issuance of illortgages capital Teases and notes payable

due priiiiarilv to the 2109 issuance of our 5372 ittillion terni loan and 163.1 million in new mortgage

II aIls

iiiihlion decrease in net pioceeds twin the issnuice of connnon shaies due priniarilv to the 2X9

issuance of miiiilion shares in \LiiiIIst 2X9 and

iiiillioii Ticrease iii dividends paid to conillion amid preferied shareholders due to an increase in the

dis ideiid rate as selI as an increase in the iiuiiher of shares outstanding priiiiariI as result ot the

\uiiust issuance of 21 nillion shares

Pita11 offset

sI 75 iiillioii deciease in repaviiieiim of seiiior notes as our X.75 senior notes due lecember 2tN9

cie iepaid ni 2009

s200 tillion increase in net horrowiiigs on our revols ing credit facility and

74t million decrease in repayment of nioitgaees.c apital leases and notes payable due substantially to

the pa ott of our 20 iiiillioii teriii loan in Ma 2X and 5122 million of paydowns on our mies term

in the totnihi quaiter 2019 partiall offset tie 525 million paott of our tern loan in 2010

foil inhtInILs

liii 1111055 niii table pros ides sinnniar\ of onr fixed mioncancelable obligations as of leceniber 31 2010

oInflhitnInI Iut Icriod

.ts luau ttvr

Iiiat it-ar 1-3 car 3-5 \eurs eisrs

In ttlOIISilflt%

xcii ate debt
pri micipal and interest S2 26.4X S21 9.961 SSX .791 S61 9.X5X 5704.79

apitil lease obligations principal and iilteiest 65.342 5.475 11972 10375 3792

Variable mate debt prnicipal nIx K0.400 77.XX 940

perat nig leases 59.924 .467 2620 2556 532
Real estate conlimntnients 7.5X 675X

es elopiiieiit mi-des elopiiieiit and capital

inipros enieilt ohligatiomis 54.37 54.243 91 44

ontractiial operatnig obligations 117X 7.509 3374 217

tal conti actual obligations 52.57 .644 5365.655 S59944X 5633.651

rate debt includes .4 unflion bond that had an interest rate of 0.51 at Ieceniber 31 2010 and

oiim rex ohs lug credit facllit xx hich currently has an outstanding balance of 577 million that hears interest

at 1.1 liis 425
.\ nttei lease on Mclx ille Mall nicludes fixed prici put option meqlurimig us to pincliase tie property for

iiiilhion plus the assiiiiptiomi of the oss nets debt Ihie current iliortgage loan inatuies in Septeimiher 2014

expected he ietiiiaiiced at iuiaturit\ aiid has an otitstaiidiiig contractual balance of 523.1 million at

eceimiher 201 Ihe real estate coniiiiitilienms curreiitl include the fixed 55 million and all payments

elated to tie client mortgage loan are nicluded ui fixed rate debt

li addition to the aiiiouiits set forth iii the table abose and other liqiiidit reqLiiienients previously discussed the

oIlox nig potential counnitnients exist

iider the tem mis of tie ouigiessioiial lIaia partnership agreemiient frommi and alter Jamiuaiy 9X6 an

imiffiliated thud part\ has the might to require us amid the tsxo other nimnority partners to purchase between
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Ofl haIl to iIl of its 2.47/ iilteiest in ongressional II.ia at the nt tests thencurrent fair niaiket value

l3ased on iii iiaeeiilents curient estitihite of fair itiarket value as of eceniber 31 our estittiated

liihilitv iIOii exeicise of the 1111 option would ranee froiii aproXitflateIv S44 iiiillion to S5 iiiillion

ndei the ternis if one other partnership which owns project iii southern alifornia if certain leasing

and revenue levels are obtained for the Iopertv owned by the partnership the other partner may require us

to ptircIse nerh pnce based ii pun property operating ncotne Ihe

puichase price ftr the partiiersliip interest will be paid nsing our coillilion shares or subject to certain

cndition.cish If the iitlier pitittler
does not tedeeiii their interest se tiiay choose to putchase the

paitneislip Interest 11011 the saiiie terilis

Inder the terilis of sarious other partnership agreelilenis the partners hte the right to exchange their

operating units foi cash or the s.iiiie number of our conimon shares at out option As of Ieceniher 31 21 11

total tif 362.3 14 operating units ate outstanding

dl At Ieceitiber 31 21 II we had letters of credit outstanding of approximately l4 titilhioti which ale

collateral for existing indebtedness and other obligations of the Irust

Itzloiii S/u el .4 FFili hUH Is

\Vc have joint venture arrangeiiient the Parttiership with affiliates of disctetionarv futid created and

ad ised by lN larioti Partners larion We os ii 3Ui of the equity iii the Iaitiieishiip iiid larion owns

7% \e hold general pattneishiip interest howeer larion also holds getieral paitneiship intetest and has

stibstii1ti\e paiticipating rights We cannot titake significatit decisions without larions approval Accordingly

we account fur our interest iii the Partnership using the equity itiethod As of Ieceniher 31 2111 the Partnership

owned seven retail real estate properties We are the manager of the Iartnership and its properties earning fees

fr acquisitions manage nient leasing and financing We Iso have the opport tin ttv to receive pert ornlancehasel

eariiings through our Partnership interest Ihe Partnership is subject to buysell provision which is custoiiiarv in

meal estate joint veiiture agieeillents and the industry Iitlier partner may initiate these provisions at any tinie

which could result in either the sale of our interest oi the use of available cash or borrowings to acquire larions

interest At Ieceiiiber 31 2111 and 2X the Iartiiershiip had 557.6 million and 557.5 iiiillion respectively of

ltiortgages payable outstanding and our inestitieiit in the Piutnership was 535.5 miiillion and 535.6 tiiillioii

iespecti ely

In May 2111 we formed laurus Nehurv Street JV II I.iiiiited Partnership Newbury Street Partnership

joint veiiiure liiiiited partnership with an ittitiate of latirus liiesiiiieiit Ioldiiigs 1.1 laurisL which plans

to acquire sperale and redeelop up to S20 million in piopeities located primiiarily in the Rack Ray section of

I3ostoii Massachusetts We hold an 55i liiiiited parinershil interest in Newbury Street Iartnership and laurus

holds liillitel partnership inteiest and serves as general partner As general partiier Iauius is iesponsible

for the operation and mnanagetilent of the properties subject to our approval on major dcci stons We have

evaluated the entity and determiined that it is not VII Accordingly given laurus role as general partner we

account for our interest in Newbury Street Part nersfi using tile equity
method Ihe cut itv is subject to buy sell

provision which is custoiliar foi real estate joint ventuie agreellients
and tile industry Ihe buysell can be

exercised only in certain circuiiistances thiough May 2114 and niay he initiated by either party at ailytiilie

thereafter which could iesult in either the sale of our interest or the use of available cash or borrov
itigs

to acquite

Taurus interest At Iecemher 31 2111 we had invested approximately Slô.7 million in Newbury Street

Partnership including an S5.S iiiillion iiiortgage loan

Other than the joint etiturc described above and iteiiis disclosed in the omitractual omtiillttiiients lable we base

no offbalance sheet arraligeillemits as of Ieceiiibei 31 2111 that aie reasonably likely to have current or future

iiiateiial effect on our financial condition revenues oi exlcnse.tesLiits of operatiotis liquidity capital

expeiidituies or calital resources
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Debt Financing Arrangements

The following is summary of our total debt outstanding as of December 31 2010

Original Principal Balance Stated Inter st Rate

Debt asof asof

Description of Debt Issued December 31 2010 December 31 2010 Maturity Date

Dollars in thousands

Môrtgagespayable1

Secured fixed rate

Federal Plaza 36500 31901 6.75% June 2011

Tysons Station 7000 5713 7.40% September 2011

Courtyard Shops Acquired 7289 6.87% July.1 2012

Bethesda Row Acquired 19 994 37% January 2013

Bethesda Row Acquired 163 05% February 2013

White Marsh Plaza2 Acquired 580 04% Apnl 2013

Crow Canyon Acquired 20395 5.40% August 11 2013

Idyiwood Plaza 16910 16544 7.50% June 2014

LeesburgPlazÆ 29423 28786 7.50% June5 2014

Loehmanns Plaza 38047 37224 7.50% June 2014

Pentagon Row 54619 53437 7.50% June 2014

Melville Mall3 Acquired 23073 5.25% September 2014

THE AVENUE at White Marsh Acquired 57803 5.46% January 2015

Barracks Road 44300 39850 7.95% November 2015

Hauppauge 16700 15022 7.95% November 2015

Lawrence Park 31400 28246 7.95% November 2015

Wildwood 27600 24827 7.95% November 2015

Wynnewood 32000 28785 7.95% November 2015

Brick Plaza 33000 29429 7.42% November 2015

Rollingwood Apartments 24050 23567 5.54% May 2019

Shoppers World Acquired 5593 5.91% January 31 2021

Mount VernOn4 13250 10937 5.66% April 15 2028

Chelsea Acquired 7795 5.36% January 15 2031

Subtotal 529953

Net unamortized discount 452

Total mortgages payable 529501

Notes payable

Unsecured fixed rate

Various5 15308 11481 3.57% Variousthrough 2013

Unsecured variable rate

Revolving credit facility6 300000 77000 LIBOR 0.425% July 27 2011

Escondido Municipal bonds7 9400 9400 0.51% October 2016

Total notes payable 97881

Senior notes and debentures

Unsecured fixed rate

4.50% notes 75000 75000 4.500% February 15 2011

6.00% notes 175000 175000 6.000% July 15 2012

5.40% notes 135000 135000 5.400% December 2013

5.95% notes 150000 150000 5.950% August 15 2014

5.65% notes 125000 125000 5.650% June 2016

6.20% notes 200000 200000 6.200% January 15 2017

5.90% notes 150000 150000 5.900% April 2020

7.48% debentures 50000 29200 7.480% August 15 2026

6.82% medium term notes 40000 40000 6.820% August 2027

Subtotal 1079200

Net unamortized premium
627

Total senior notes and debentures 1079827

Capital lease obligations

Various 59940 Various Various through 2106

Total debt and capital lease obligations $1767149

Mortgages payable do not include our 30% share $17.3 million of the $57.6 million debt of the Partnership with discretionary fund

created and advised by ING Clarion Partners It also excludes the $8.8 million mortgage loan on our Newbury Street Partnership for

which we are the lender
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the Interest rate ot i44 represents the weighted aserage interest late for tss
ittotigage

loans secured this property ire loan

balance represents an interest only loan of 5435 mill ion at stated rate of and the reurat to
trg

balance at stated rate ot .96%

.1 We acqu red control of Mclvi Ic Mall through 20- year rtiaster lease and secondary ft trancing Because ss ci rut ri ii the act is cs that

most significantly impact this properly and retain substantially
all of the economic benefit and risk associated tb it this propcrt\ is

corisol dated and the
ttrortgage

liran is reflected on the balance sheet though it is not our legal obligat in

41 the interest rate is Il xed at .W4 tr the lirst ten years and then will be reset to market rate iii 211 the lender has the opt iou to call

the loan on April
2013 or any time thereafter

lire interest rate of 3.57 represents the sseigiited as erage interest rate for three unsecured ii ed rate notes pas able these notes iriature

bctsseetr April 2112 arid Januar 31 2013

the uiasintum amirurit drawn under our res oh trig credit tacilit during 21111 ss as $52 trillion and the
sseigfited .is er.ige

ci lectis

interest rate before arnorliation ill debt fees as l.72

the bonds
require rnoitihly utterest only payments througtr maturity the bonds hear interest at at table rate deternruned seekl which

s.oruld crraflc the bonds to be remnarketeul ar of their principal aruioilrir the propert is not enciunihvnsuf lien

re dvi ng credit facility and other debt agree merits include financial and it her veta Is fiat to ay Ii nit ru

operating activities in the future As of lecember 31 2010 we were in compliance with all of the ftnatictal atid

other covenants If we were to breach any of our debt covenants and did not cure the breach within any

applicable cure period our lenders could require us to repay the debt immediately and if the debt is secured

could itutnediately hegiti proceedings to take possessioti of the property securing the loan Matty of out debt

arrangements iticluding our public notes and our revolving credit facility are crossdefaulted which tiieans that

the lenders under those debt arrangements can put us in default and require immediate repayment of their debt if

we breach and fail to cure default under certain of our other debt obligations As result any default utider our

debt covenants could have an adverse ettect on our financial condition our results of operations our ability to

meet our obligations and the market value of our shares our organiiatiotial docutoetits do not limit the level or

amoutit of debt that we tiay incur

lhe following is summary of our debt maturities as of ecetoher 211

iipital

Jnsvcurcd Sceured tasc total

In thousands

2011 152.7241 47.349 1.403 201.476

2012 X5.727 7.3X 1.5X 214607

2013 3503 72117 l60 20t746

2014 t50.XX 156.364 1.725 3W.08

2115 20339 205249

Thereafter 5536X 33355 51 52 63XX07

SI 770 $529953 55994 1.766.9742

our 53M million revolving credit facility matures oil July 27 2111 As of lecetnher 31 2111 there is

$77.0 tuillion drawn utider this credit facility

lotal debt maturities differs Iron the total reported on the consolidated balance sheet due to unainortiied

discounts and pretniums as of lecetnher 2110

Interest Rate Ihilgumi

We had no hedging instruments outstanding during 2010 We use derivative instrutilcnts to titzitiage exposure to

variable titerest rate risk We geteral ly enter into interest rate swaps to tnanage our cx postire to variable interest

rate risk atld treasury foeks to manage tile risk of interest rates risi
tig prior the issuance of debt We enter into

derivative instruments that qualify as cash flow hedges and do not enter into den vat ye inst ru tileUts for

sptcLilitt ye purposes
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II iiiIi/ i1i

iiitiiiI iii ititain ilF jilalIliCatiOll Rlli under Sietitiii 5C the iide /\ Rill gCTlCalI\

ill ii he ilhJeLi iF LIFI 1tI.ItC
teieral IIICFIIIC ItC Uti iI1Cii1C Y.C litIIitIte IF FLli t1tIClUIlCrS long

tiit eriaIIi ietliiaCal IequIleiiierit ot the ode itieludiit the iequiteilieiit IF ditrihute at least t4 of our

t.t\lllC iiiLiii_ iF OUT \liaIelioldeN

IIIrII Iruni Operations

lund iiii operiltloii\ II ullIei1ienLtl non \Al inaticial ilieasuie of real C.tate col11panIe

ojrttiiir jerloriii.tIke file National Aei lion of Real l..tate lii Iinerit lnii NARl II delltle\ lI

lolio net iiciiie cotiiputed iii accordance itti the \Al 1111 depiecialioni arid aliioitltaIloii of

Liate a.et and excluding exIiandnnaiy iteilis and gains and Iosse FF11 tile sale of ieai estate We conilpute ll

iii iccoidance ith the NARilI definition and hae hiisIoricaII reported our Ito available ton coiiiiiitii

hiiiehlllers Iii itFiditlOil ii OUt iiet iIlcille and ilet cash pti ideFI i\ operating activities It should be iiOtef that

1105 not lepreselit cash flows triuti operating activities in aceordanee iii AAI which unlike ff
eenerahI reflects all cash etteets 01 tr ii ictioni and Fitter events in the determination of net inconie

shuiiild hot be coiisideied ant alternatixe to liet iniconiie as an indication Ft OUt perfrlniatice and

is not iieces.aiil indicatie of cast flow as nieasiine ot hlqiillitv ir ahihit ii fund cash needs

InhlithiTiL the linient 11 li\iIelid.

oiisnlei iI is til tot coitithion shan holders Ilieahlinufni auklitiiinal iiieasuiie of opeiatiilii peifotiiiaiiee

nhtril\ heLtuse it excludes the osunnptmn that the alue the teal estate assets uhititnisites predictably over

tirlie as iiiiplieul
the historical cost eonxentioii of AAI and the recording of depreciation We use II

inarih is one of seeral means of assessine our operatihie perforinatice Ui eonliparisoil tI Filler Rills

Flliparisohi of our presentation of Fi to siniilarfv titled itleasures for other Rl.lIs ina riot riecessaiil be

iiieaiiinietuil due to possible diffetenices iii tile aJphicatuiii ot the NARI.lI detinitioii used such Rl.lls

ilcietse or dectease in ll as aihable br coiiiiiioii shiieholder does hot itecessaiil result iii au iiiciease or

letease iii iignei.ate distributions because our Hoard of trustees is ilol required iF increase hustribiituiis on

iii.titeri
basis unless ii is ulecessar\ tor us to iiiaiiitain kill stall Io.se.en we iiiust fistribute of our

taxable iiicoiiie to reiii.iiii qualified as kill Ihieretore sigiiificaiit increase iii II ss ill geiierahl require an

tire ise ni distrihutioiis ii shareholders although not iiecessuil\ on proportuoliate basis

hiludel beloss is reoncihiittioni ol net unconie to Ii asailable ton coninulon shareholders as sehl as FI
is ulable to conillioli shareholders excluding the litigation provision As further discussed ni Not IF the

TisFlidated financial statenilents net incoiile for 2011 and 2009 includes certaini charges ielated to the hitugationi

amt afpeal process os er parcel 1Ff land adtaceiit IF Sanitana Ross as well as aditistitig the accrual for such

ieation iiiatter \1iuiaeen1el1t believes Fl excluduig this litigation provision pnos ides more niieannigtul

es iluation opehations while litigation is not unusual se beliese the premise it the underlying litigation

mliiuer see Note or ihiscuissuoii ssarrants presentation of lI excluding the nelited charges



Ihe reconciliation of net income II available for comnion shareholders is as follows

tn Iided ttcnihtr 31

2010 200 2NS

Iii IIltIII1k t\tII pvr Iinrt dntn

Net income 227 IU.72 .5 153

Net income attributable to noncontrolling interests 5447 55 536
iaimi on sale of meal estate 1410 l.2 12572

lepreciation and aniortiiation of teal estate assets 107.1 113.114 111 .45

Amiiortiation of initial direct costs of leases 552 77

epreciation of mimI venture real estate assets .331

1411115 lroiii oleiat toils
2S767

Iividends on preferred shares 541 541 54

mic irne alt ri hut able to operating part ne rsh units 974 951

Income attributable to unvested shames 47 77o

Funds fmomn operations ii ailable for comlitiloli shareholders 239.2 If II 05 22397

.itigatioil pmovision net of allocation to unvested shares 32k l.1I

Funds trout operations available for commilon sharelioldems excluding

litigation provision
S239.539 S227. 2237

Weighted average
nuitiber ot coilmion shares diluted .2

Funds ruin operations available for conimlion shtmehoklers per diluted

share

.itigatiun provision diluted share 0.27

Funds troni operations available for coniiiion shareholders excluding

litigation provision per diluted shame 3.7S 3.S5

Ihe weighted average cotilmon shares wed It compute Ito per diluted coitlinoti shame includes operating

pamtnemship units that sere excluded front the comiuputatioll of diluted FPS onsersiomi of these operating

partmership units is dilutive in the computation if FI diluted comlinioti share but is amitidilutis for the

coniputat ion of diluted PS for the periods presented
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iiii .NiiTvii\I ANt QIJAIIIAIIVF lIS LOSt RFS AILJI \IARKFT RISK

iir rise if hii.tiicial ilistillilients such as debt iiistriiiiients subjects us to market risk Inch iiia affect our tutume

1aiuuiius uiul Lash tluuv as sehl as the lair value of our assets Market risk ienerahl refers to the risk of loss

tioiii Lhuiiires iii uiiteiest ales amid iiiarket prices
\\ iiuauaue our market usk by atteiiiptiiiu to nuatehi amiticipated

imif ho of ishi from 0111 operating iii esting and iiiailcmi1u iclus itles uth anticipated outfios of cash to fund debt

pa iiueiits du mleimds to communion and preferred shiamehiolders iil\estiimeiits capital e.speiiditutes amid other cash

equiii
elurLiuts

if iLiruhem IU se ere imult part\ to .uii\ open dens atis fuiuticial uistrulliemits We may enter into

ceituuri pe of dci is luliuliLial iiistumiiiemits to further educe liltemest late risk Ve use intemest rate Itotectiomt

and ap reieeuieuts foi esauiuple to coils elI sonie of our ariuble late debt to Ii ed late basis or to heduze

imutft pated fuliaiicuiiL tiansactiolus use derisatises for ltedeuir puilposes rallier than speculation and do not

enter into iii.uiucial Ilistnuillueluts for traduui purposes

Interest Rate Risk

hue follosi nic discusses the effect of hi pothietical cliaiiges in uiarket rates of interest oii interest espense for our

saniuhie late debt and oiu the fair alue of our total outstatiduig debt including our usedrate deht Interest rate

risk iulioiuiits seie deteriiiimied coiismderuiue the illipact uul Ii pothietical ilitemest rates oii our debt Quoted

iiiai ket
pi

es eme used to estiuiate the lair aluie of ow iiiarketable seuiol notes and debentures and hiscoutited

cash loss imual sis is eemiemall ned tu estliluate the fair alue uul our i1iuurtr.aue and tiotes payable onsiderable

ridrrrreiui uiecessai\ to estumluate the lair sdue of financial Ilistruimleilts his amialssis does not pLiipomt to take

nuto IL coulul all of the factors that uia affect our debt such as the effect that chiamwumg ulterest rate

ens noinnelit could huase oil the oserall lesel of ecoiionnc actis it\ or the action that our mllamlageliIellt might take

to icdiucc iuui eposuurc to flue chinige his amialssis assunues no chuaimge iii ouii hmiaiicial structure

I/ui if Inn ru Ron 1111

flu nnifout\ of iiiii ouutstiiudiiig htht obligations niaturmiig mt sniuuuis ti tiu.s tlimouigli
213 ot through hUn

nictndiimr_ .ipui.il cisc obligations has msed ultelest rates ss Inch hunt the risk of fluctuating imiterest rates

hluisseer uiiterest late fhuuctuuutious ma affect the fair saluue of our fised rate debt instruments At Ieceniber 31
.flH sc hurl hilhioii of fused rate debt uutstandung and 5o numllmoii uul capital lease obligations II market

ilitu.icsi lutes liii oiii tu\ed late debt nistriunemits at Ieceimibei 2I had been ft higher the fair sahie of

hoc debt iiistiiunueiuts oii that lute ssunild hiase decreased tppio\nnitel\ n7.2 nnlliomi If uitrket nitemest mates

on uii ficd lute debt nistrunnents at Ieceuihem 31 2tl hid been If oem the fair attic of tfouse debt

nistrurnleirK iii thud date ssouild hiise increased appronuatel 717 unlhion

ill i/i/i Inno Rii //

errerihls sic huehiec liii 1111 lnniilr niteru.st iate usk is iftue to fhurctuutiomis ni niterest rites on our triable rate

ihebi \i cu.enubei 201ff se hid uh.4 unlhion uf siniuble rite debt ouutslundimig ss hich comisisted ud 77
nnhlioiu orrtsi.uiuihuiig on orn reohs nig credit facuhit uiud nulhion of niuiiicipal huuiuds Utsed upon this amtiunimut

of able ate debt uid lie specific teinis if iitnket unteiest rates nicreased ft oun oniuiiI niterest ePee
souhil iiiu cisc .ippiosiuiiitel uulhiou and oni net income and cushi floss foi the sear would deciease

.ululuii\umrruteI\ niulhuoui rmnsersel if miiurket uluterest rates rficieised lull annual nuteiest espense

is turIn nlcu.icisc b\ rppmo\uulumel\ sU unlhion is thu cuniespoiidnmr uuicrease ni lull i1u.l iticonue and cisli floss

foi flu ui



FFEM FINANCIAL STATEMENTS ANI SUIPLEMENIARY DATA

ur consolidated financial statements and supplementary data are included as separate section of this Annual

Report on onii comnienc ng on page and are incorporated herein by reference

ITEM HAN IN ANI DIsACREFMENIS WITH ACCOUNTANTS ON AccouNTlN
ANt FINANCIAL IIscLosuRF

None

ITEM 9A CONTROLS ANI IROCEIURES

Quarterh Assessment

We carried out an assessment as of lecemher 2010 of the effectiveness of the design and operation of our

disclosure controls and procedures and our internal control over financial reporting
This assessment was done

under the supervision and with the participation
of management including our hief Ixecutive Officer and our

hid Financial Officer Rules adopted by the SF require that we present the conclusions of our principal

executive officer and our principal financial officer about the effectiveness of our disclosure controls and

pr iced tires and lie iiic us ins of manage men about lie effectiveness of our internal control over financial

reporting as of the end of the period covered by this annual report

Principal Executive Officer and Irincipal Financial Officer Certifications

Included as Fxhibits and 31 .2 to this Annual Report on Form 10K are forms of Certification of our

principal execut se officei and out principal fi nanc ial officer Ihe forms of ciii fication are required iii

accordance with Section 302 of the SarbanesOxley Act of 2X2 This section of this Annual Report on

Form 10K that you are currently reading is the information concerning the assessment referred to in the

Section 302 certifications and this information should he read in conjunction with the Section 302 certifications

for nile nfl p1 etc ti nde rst and
ng

of lie topics pre se iited

Iisclosure ont rols and Irocedures

We mai ntai ii disclosure controls and pioceItires that are designed to provide reasonable assurance that

information iequired to he disclosed in our Fxchaiige Act reports such as this report on Form 10K is recorded

processed suinrnarii.ed and reported within the time periods specified in the SECs rules and forms and that

such informat ion is accu in ti lated and communicated to our management including our President and

hid xec ut ye Ilicer arid Sen ioi ice PresidentC hief Financial fticer as appropriate to allow timely

decisions regarding required disclosure Fhese controls and procedures are based closely on the definition of

disclosure controls and procedures iii Rule 3a 15e pioiiitilgated under the Fxchange Act Rules adopted by

the SF require that we present
the conclusions tif the hief Executive Officer and hief Financial Officer about

the effectiveness of our disclosure controls arid procedures as if the end of the period covered by this annual

report

Infernal ontrol over Financial Reporting

stabl sh rig and rnai ntai iii ng internal control over fi nanc tal reporting is process designed by or tinder the

supervision of our President and hief Executive Officer and Senior Vice Presidenthief Financial Officer as

appropriate and effected by our employees including management and our Board of Trustees to provide

reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements

for external purposes in accordance with generally accepted accounting principles in the United States of

niierica lh is process inc tides policies and procedures that

pertain to the maintenance of records that accurately and fairly reflect the transactions and dispositions

of our assets in reasonable detail



ll\ ide iisttiiihle siiidiice tlit tiill5 ctitils are recorded as ilecessar\ to permit preparation of

financial stateiiieiits iii ccorditiice with generally ccepted accounting principles aitI that oul ieceipts

and es petidit ures are titade only in accordance tilt the iuthoiiíat ion pr tcedures we ha estahl stied

lFO\ ide retsttiiithle ass1iriiice regarding pievention or
tiiiiely

detection ol uihiuthori/ed acquisitioli use

or lisfOsiiioii itt iiii itt our assets iii circuiristances that could have ntateiial adverse effect oii ii
Ii iiaitc al stiteiiieni

.jifljtttiofl on the if ontrols

\1iiitieiiieiit iiiiliiliiii our Chief lxecutive Officer and hid liiiancial Officer dii not e\fect ihiat our

disiIositii iOiitiOls aiil piitcediiiis iii internal control osci financial repoiting ill present all err.itrs and fraud In

dcsigiiiiie ariif evalLiitiitg 011 control systeilt iiianageiiteltt recogniied that any citittritl sYsteili ito iiIiitter lioss

ihl designed and operated can provide itrily
reasonable not absolute assuraiice of achieving the desired control

ihpectises further the design iii control system titList reflect the fact that there are resource constraints and

ihiiiiteeritent iteiessaril Is requireel to apl its udgitterit iii evaluating the costbenefit ielatiortship of possible

coiitiols and procedures l3ecause of the inherent litititations iii all control systeilts no ealuation of controls call

ide absolute assurance that all control issues and instances of fraud if any that
iiia affect our operation

1usd hceii or ss ill be detected Ihese inherent limitations include the realities that judgments lit decisionmaking

an be fauhi aiid that breakdo% its can occur because of siiiiple error or iiiistake Additioiiahl controls can be

ciicuiiiseiited the indis idual acts of sonic fersons by collusion of two or itiore people or by nianageirients

is err ide of the ioiiirol Ihie design of uiriv s\steiii of controls also is based in par-i upoii certain assuniptioris about

die likelihood itt future es cuts and there can be no assurance that any design will succeed in achieving its sttted

coals under all
pitteirtial future conditions Over time controls rriav become inadequate because of changes iii

orrditioris that cannot he anticipated at the present time or the degree of compliance with the policies or

piitceefures riia deteriorate Recause of the inherent hiiiiitations in costeffective control svsteni nlisstateinents

diii to error or fraud niav occur and not he detected

Scope Of the aluations

lie is tliiatiori our hid l.xecutive fficer and our hid Financial Officer of our disclosure controls arid

piitceefures arid ittir internal control over financial reporting included review of our procedures and procedures

perforiiied inrteriial audit its well its hiscussions with our lisclosure ommittee and others in our itrgarti/ation

is utppropiiate hi conducting this evaluation our nianagenient used the criteria set forth by the onnrriittee of

stiisiiriiig rgutriiitions of the Ireadwav ommrssroil in /nternu/ witro/ Intira/ /rwnettok In

lii course of rIte es ahitatiori see sought to identify data eriors control probleitis or acts fraud and to conlirnti

hat appropriate corrective action including ilnproverrtents were being undertaken Fhie evaluation of our

disclosure controls and procedures and our internal control oser fiiiuincial reporting is done on quarterly basis

so that the conclusions concerning the effectiveness of such controls can he reported in our Quarterly Reports on

liii iii and \niiiial Reports on lonnit 1K

ur iiiteiiial iiiiitriil oser financial reporting is also assessed on utni ongoing
basis personnel ri our accounting

ileparrriieiit uiiid iiiir iiidepeiielent auditors iii cortitectioni se ith their audit and review activitieslhe overall

goals itt these utrious esaluation activities are to nllitniitoi our disclosure controls and proceduies and our internal

iiiiitritl oser firiaiicial reporting atid to make rrioehihcatiotis its necessary Our intent in this regard is that the

disclosure iiiniiniils aiid procedures arid internal control over firiinicial reporting will be riiainttinieeh arid updated

iuicluehinig with iitipritveiiients arid corrections its conditions warraiit Aiiiong thier nniatters see sought iii our

aluuttiiiii tii deteriiiiiie se huethier there seere arty sugiiif cant deficieiicies oi material seeakiiesses in our

iiterriuil Litiitril oser financial reporting or whethei we had identified
any acts of trauel invitls iiig persttiiel who

base
sigiiificutiit

role ri our internal ctinitritl oser financial reportiiig Ihis itifornnatioiu is nnnipontant bitthi for the

is aluatiori genierall and because the Section 312 cettificatnoins
iequir-e that tut hid Fxecuutive Officer and our

hid liiiuuiieral fficer disclose that irtforntiatnori to the Audit oiiiiriittee of our Hoard of trustees aiiel our

oIl



independent
auditors and also require us to report on related matters in this section of the Annual Report on

Foiin It In the Public oinpanv Accounting Oversight Boards Auditing Standard No dehciency in

internal control over financial reporting exists when the design or operation of control does not allow

iiiaiiagenlent or employees in the normal course of perf orini ng their assigned fu net ions to preent or detect

tiiisstateiiieiits on tiiiielv basis significant deficiency is deficiency or combination of deficiencies in

internal control osei financial reportiiig that is less sesere thaim material weakness yet miliportamit enough to

merit attention by those responsible for oversight of the conipany
financial reporting material weakness is

defiiied in Auditing Standard No as deficiency or coiiibination of deficiencies in internal control over

litiancial reporting such that there is reasonable possibility that niaterial iiimsstatetmmeilt of the conipanys

annual or interim financial statements will not he prevented or detected on titmiely basis We also sought to deal

with other control milatters in the es aluation and iii any case in hicli prllemmm was identified we considered

what revision iillproveiiieilt and/or correction was necessaiy to he imiade in accordance with our ongoing

Pi ced utes

leriodic EaIuation and Conclusion of Iisclosure Controls and lrocedures

Our hid Fxecutive Officer and hiet Financial Officer have conducted an evaluation of the effectiveness of the

design and operation of our disclosure controls and procedures as of the end of the period covered by this report

Based on that evaluation the hid Fxecutie Officer and hid linancial Officer concluded that such controls

and procedures were effective as of the end of the period covered by this report to piovide reasonable assurance

that infurniation required to he disclosed in our Fxchange Act reports is recorded processed summarited and

reported within the time periods specified in the SFs rules and forms and that such information is accumulated

and coninmunicated to our inanagenient to allow timely decisions regarding required disclosure

leriodic Evaluation and Conclusion of Internal Control over Financial Reporting

Our hid Nxccutive Officer and hiet Financial Officer hae conducted an evaluation of the effectiveness of the

design and operation
of our internal control over financial reporting as of the end of our most iecent fiscal year

Based on that evaluation the hief Fxecutive Officer and hid Financial Officer concluded that such internal

contiol over financial reporting sas etfectise as of the end of our host recent fiscal year to provide ieasunahle

assurance regarding the ref iabi ity of fi nancial repoit mug arid the pmeparat ion of financial stateiiients for external

pimrpo in accordance with generahl accepted accounting principles in the States of Aimierica

Statement of Our 1anagement

Our nianageihient has issued it ieport on its assessiiietit of the lrusts internal control over financial reporting

fiich appears on page
of this Annual Report on Ioriii luK

Statement of Our Independent Registered Puhlic Accounting Firm

rant Ihi rnton .1 our independent regi steted public accounting ii rum that audi ted the financial statements

included in this Annual Report on Form ID- has issued an attestation report on the lrusts internal control over

financial repoiting
hich appears on page 1-3 of this Annual Report on lornm luK

hanges in Internal ontrol Over Financial Reporting

lhete was no change in our internal control over financial reporting dimming our fourth fiscal quarter of 2010 that

iiiatcrially affected or is mcasoiiablv likely to iiiateiially affect our internal coiitrol oser tiiiiiiicial ieportmiig

liENI 9B OIlIER INFOR\IAIION

Not applicable
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IAkI III

eIt.Iiri ititorri thou required in Rut III ouuttited trout this Repoit hut incorporated hereiui hy reference flout

iii Iro\\ taheuuueuui toi the 211 Auuuitual Meeting of Shareholder as autieuided or suppleutiented the Proxy
ttteuieutt

iri\i 10 IRL siFxiutJTivF OFFIUFRS ANt ORIORATF

he tables and ularrahise in the Proxy Stateiiieuuh identutuuig our Irtistees auid I3o.tid cohuuuhhittees tuuidet the caption

leetnut of riustees aiR orporahe io\eruiaulce the sections ot the Proxy Statement entitled XCCLlive
tt teets and Section IuLi I3eutefucial Ownership Repoituuig outipliance uuiI other intouniation included in the

llI\\ titeuu1eiit requited I\ this Iteuui uue incorporated herein by uelerence

Iu.c lopted ode ot hitties sluich is upIicaIIe to LII lute I.xeetihise ttieei uuiI sciuior tiuhuuicial

II cci he ide ot I.tluuis is t\ au lie iii the OFItrate nseuuiauice section of the luisesuors section of our

hsiie ii it it it .//Fj/I/tV

iiiii IxILItvF OtIF
lie sections ot the Pus Stateuuient enuuuleI Stuuuuuuuauv onlp.uisatioui ble oulipensation ounuiuittee

lutierlieks aiR Iuisidei lautueupation uuipensatuon ouuhuuuittee Report liustee onipeuisuhion and

ouiqeuisatioui isc 11551011 iuuI Auiahsis and tufter iiufOuuuiatiOui hhuiIliIel lii the ItOX Stateuuient required this

liciti tie iuuciirportted lueuein by uefeuence

Ii\i I2 sIiRItv O%VNFOF FRtAIN BFOWNFRS ANt MANM
ANt RFI.III SIIARFHoIjtR \IAIIIRS

he seetituis of hue Pii\\ Stateuiueuit entitled Share Os uuersluip auid Iquit uuuipeulsatiout IItui Iuufoiuuiatioui

.111 oilier uuiforuuiahtoii included iii the Proxy Stiteuuieuit ueqtuiied titus Iteuui 12 are uuucorporated herein by

terenee

ii\i 13 lRtAIN RFANt RFtRANSAtI NS ANt IRJSIFt
tNtIrI

lie eL liii it the Ih\\ Shatcuuteuut entitled ut.tiui Relatuouusliip am Related Irtuusaehiouis tuRf Imudependence

ii Ii Llstees uiud them uumtornmatioui included iii the Prox Stateuuient tequuned by this Itenui 13 are incorporated

lii ciii h\ eleuemiee

tii 14 IRINtIAt AOLINtANt tFFs ANt SIR\ttS

Iii seemiouus of the Irii Stateuuueuit entitled Ratification oh Inudependeuut Registered Iubhic Accounting Firuuu

amid Relatuomishuup miii luudepeuudeuui Registered Iublmc I\cctutinutuuug Iiruui and oilier iuulnnuiation iumchuded in the

lis Sttteuuueiut eqnirei this Itenu 14 are incorporated herein tefereuice

i2



PAR IV

llF IS XHIBlIS ANI FINANCIAL STATEMENT SCIIEILJLES

aI Financial Statements

Our consul idated financial statements and notes thereto together with Managements Report on Internal Control

over Financial Reporting and Report of Independent Registered Public Accounting Firm are included as

separate section of this Annual Report on Form lUK commenCing on page FI

Financial Statement Schedules

ur financial statement schedules are included in separate section of this Annual Report on Iornt 10K

commencing on page F-34

Exhibits

list of exhibits to this Annual Report on Form 10-K is set forth on the Exhibit Index immediately preceding

such exhibits and is incorporated herein by reference

See Exhibit Index

Not Applicable
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sI
liii suaiit to the iqnIieiiieIits of Section 13 or 5d of the Securities Ixchangc Act of 1934 as amended the

Reistiaiii has dul caused this Report to be signed on its behalf the undersigned thereunto duly anthonted

this Silt tha ot Iebruar 2011

Iederal Realt Investitient Irust

Is IUN.\t \ut

Imisld t%ood

IrcsjftIt hief Exttuthe flker and Irustet

ltusuaiit to the equlieiiieiits of the Securities Lxchauge Act of 1934 as atitended this Report has been signed

helos the following persons on behalf of the Registrant and in the capacity and ott the dates indicated Iach

hose sicilaitile appears
below hereb constitutes and appoints each of Donald Wood and lawn

leckei ts his or her attorney- infact and agent with lull power of substitution and restibstitution for hint or her in

iri auth all capacities to sign an or all amendments to this Repott and to tile sante with exhibits thereto and

oilier loL-iiitients iii coiiiiection therewith granting unto such attorneyinfact and agent lull power and authority

to do and erfoiin each and eser act and thing requisite and necessary in connection with such matters and

heieh iitit lug and
coiifiriiiiiig

all that such attorney -in- tact and agent or his or hei substitutes may do or cause

he done utuc hereof

Sigiiaiiur lair

hi si Wi lresideiit hid lxecutive Officer and Iebiuarv 15 201

Ioiiald .t INNI liuistee lrincipal Fxecuitive tticer

I- .\tiit ss lt tit-i Seniot Vice liesidenthiet Fiitancial Febiuar IS 2011

iitlrts IIIIMhtr icer and lieasuier Principal

liiiancial and Accoutiting fficet

hi It st ii \s5-\i I/u Noiilxecuitive hiairriiaii lebiuiar IS 2011

JU5t1h assalluiio

is It es I. hi ik trustee Febiuiaiv IS 2011

Jon I. Borli

is \\ ii \\ i-ia trustee lehruiaiv IS 211

Id Vt akr

is Ktisi is -\\tiut trustee lehruar IS 2011

kristii .Imtk

\tt Si i-tNt trustee lebruiary IS 2111

Seiiiti

is -\iRi liii slIsus trustee lehruar IS 211

Vt arrtu \i
Ihoiiipsnii
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Item and Item 15a1 and

Index to Consolidated Financial Statement.s and Schedules

OlISOliditd FUiWUWI .StUlelflllts Ige No

Management Assessment Report on Internal Control over Financial Reporting F2

Report of Independent Registered Public Accounting Firm F-3

Report of Independent Registered Public Accounting Firm F4

on idat ed Balance Sheets

onsol idated tate ii ie ol pe rat

onsolidated Statement of Shareholders FqLiity
F7

onsolidated Statements of ash Flows

Notes to onsolidated Financial Statements I-9F33

/tflOfl Ui SIitflhIflt hethiles

Schedule Ill -- Summary of Real state and Accumulated eprec iat ion 34I 39

Schedule Mortgage oans on Real state F4

All other schedules have been omitted either because the inlormation is not applicable not material or is

disclosed in our consolidated financial statements and related notes



anageriient ssessntent Report on Internal Control over Financial Reporting

lie iii cement iii Iedcral Realty is responsible for establishing and niaintaining adequate internal control over

fimiancial reportmnic l.snablmshiiig and maintainilig internal control over financial reporting is process designed

or tinder the super\ stint of our President and hid Fxecutive officer and Senior Vice President and Chief

mm tic fit cci as
pri pri ate and effected by irti employees including management and our Board of

In iisiees to pros ide reasonable assurance regarding the reliability of financial reporling and the preparation of

finiamicial slaleinietits for external purposes in accordance with generally accepted accounting principles This

pi
otess includes policies and procedures that

peitahri to the nriaintenaiice of records that accurately and fairly reflect the transactions and dispositions

of our assets tin reasonable detaiL

tile tea sonm ib as su ranec that trait saet ions are teci rded as necessary to permit preparation of

mnmaticial stitciiicnts in accordance with generally accepted accounting principles and that our receipts

aim if pe md it re me ii iade till in acc rda nec with the aim ni tat in pr iced ure we have established

and

pros ide reasonable assurance regarding preseniioii or timely detection of unauthorited acquisition use

ir di isitit um of any of nm assets in ci rcu instances that in Id have materi ml ad verse fleet on our

mane al statcilleirts

Maiiageiiierit iricltidiiig our hid lxectitmse Officer and hief Financial Officer 10 not expect that our internal

control oser hnaiicial reporting will present all errors and fraud In designing and evaluating our control system

iii triage tie nt rec iii ied that any ci tnt ml sy ste iii no matter well Ic signed and operated ci it provide only

reasoiiahle riot absolute assurance of achieving the desired control objectives Further the design of control

st ciii titlist ic fleet lie fact that there are rest nm rce inst ra itt nd nianageme itt necessarily was req iii red to

apll\ its udginierit in esaluatmng the costbenefit relationship possible controls and procedures Because of the

inlieremit liniimtatmoiis in all control systems no evaluation of controls can provide absolute assurance that all

control issues and instances of fraud if any that may affect our operation have been detected These inherent

liiriitationns include the realities that udgments in decisionmaking can be fiulty and that breakdowns can occur

because of siriiple error or mimistake Additionally controls can he circumvented by the individual acts of some

pi cirlltisiori of two or nniore people or by management override of the control The design of any

s\ stein of controls also is based in part upon certain assumptions about the likelihood of future events and there

cart he mo issuranice that an design will succeed in achieving its stated goals under all potential future

cot iii tm oils

\lairimgennieimt
conmilticted an assessilient of the effectiveness of the internal control over financial reporting

as of leceiiiher 31 2110 lit making this assessment it used the criteria set forth by the ommittee of

Sponisormnmg rgaiii/atmons of the Treadway omittission OS in Internal ontrol -Inteirajet/ Irwneitork

Based omm his isscssnnieiit inlanageinent cone luded that our internal control over financial reporting is effective

haseil oil those criteria as of leceinher 31 10

.immt lu rii tnt .1 the independent registered public accounting mt that audi ted the irust consolidated

fimiimicial statenients included in this Annual Report on Form IllK hiis issued an attestation report on the Irusts

nntiirnmal control oser financial reporting which appears on page F-3 of this Annual Report on Form 10K



Report of tflIepeflIeIIt Registered Iublie Accounting Firm

liustees and Shareholders of federal Realty Investment Trust

We have audi ted ede ia Realty Investment trust Maryland real estate investment trust and subsidiaries

collectively the Trust internal control over financial reporting as of Iecemher 31 2110 based on criteria

stat Ii stied in Internal on ti il In tei rated Frame orh issued by the 0111 iU itt cc if in in
rig rga ill/all His if

the Ireadwa ommission 050 Federal Realty lnvestnient trusts inanagenient is responsible for

maintaining effective internal control over financial reporting and for its assessment of the effectiveness of

internal control over financial repoit nig iic luded in the accoiiipany iig Management Assessment Report on

Internal ontrol over Financial Reporting Our responsibility is to express an opinion on Federal Realty

Investmiient trusts internal contiol over hmiancial iepoiting based on our audit

We conducted our audit in accordance with the standards if the Public oiiipaiiy Accou mit iig versight Board

ii ited States Ihose standards require that we plan and pert oirit the audit to obtain reasonable assurance about

whether effective internal control over financial reporting was maintained in all material respects Our audit

inc tided ohta ni in an iindersta tiding of nte ma imit il over financial reporting assess
rig

the risk that niateri

weakness exists testi
rig

and evaluating the design and operating ef ect veness of internal control based on the

assessed risk and perf iriii ng such ither procedures as we ci iris idered necessary in the ci rcu instances We believe

hat our audit vi des reasonable has is or our opt iii on

companys internal control iver ti nanc ia reporting is proce designed to pros ide reasonable assurance

regarding tIre reliability of financial reporting and the pieparttioii of financial statements for external purposes in

acc irdance wit Ii generally accepted accou itt ng pri ncr pIes company internal cont iol over financial report ng

iicltidcs those policies and piocediimes that pertain to the niaintenance of records that in reasonable detail

acciiratel and fairly reflect the traiisictioris and dispositions of the assets of the coliipaiiv provide ieasonihle

ass it ra rice that ia nsac imis are reci irded as miece ssary to periii it pre parat in of na ni state ii ie itt in acc irdaiice

wit ft generally accepted acci in itt ng principles mid that receipts mid cx pend it res if he nn patty are her
rig

made

only in accordance itli ant hon /at ions of nianagenlent and directors of the coiitpany and provide reas inable

assurance iegarding pre\eiltioil or tiiiielv detection of unauthorited acquisition use or disposition of the

comiipanys assets that could have iiiaterial effect on the financial statenieiits

Because of its inlieteiit liniitations iiiteiiiai control iVti financial meportiilg may not pie\ent it detect

misstatements Also projections of any evaluation it effectiveness to future periods are subject to the risk that

controls may become inadequate because of changes in conditions or that the degree if conipl iance with the

101 ides or ptoceduies miiav deteriorate

In our opimliori Icderal Realty Imivestiiieiit trust aiif subsidiaries miiaimitained in all iiiaterial respects effective

intertial control oven financial meporting as if Iecertiher 31 2010 based oil criteria established in Internal

oitrol IneL.lated raineitorh issued by

We also liase audited in accordatice with the standards of the Public omiipatiy Accounting sersight Board

riited States the consolidated balance sheets of federal Realty Imivestiriemit trust amid subsidiaries its of

Iecetiibcr 31 211 iiil 2X amid the related comisiilidated siateiliemits of operations shareholders equity amid

ctsii flows for each of the thimee years iii the period ended Ieceiiibcr 31 2011 and our report tamed february 15

211 expressed au uriqualil ied opimiioil

Is RANI NI 1.1

McI .eimi Virgimiit

february IS 2011



Report of Independent Registered Public Accounting Firm

iii stees aiil Shareholders of ederal Realty In vest inent irust

We hae audited the accompanying consolidated balance sheets of Federal Realty Investment Irust Maryland

teat estate investment trust and subsidiaries collectively the as of Iecemher 201 and 2X9 and the

related consolidated statements of operations shareholders equity and cash flows for each of the three years in

the period ended lecemher 2010 Our audits of the basic financial statements included the financial

sialenlent schedules listed in the index appearing under Item 15a and lhese Ilnancial statements and

financial statement schedules are the responsibility of the management Our responsibility is to express an

ipt in liii these financial state nie nt and fi mine statement schedules based on our audits

We et inducted ni and its iii accordance with lie standards of the Public ompany Accou lit ing versight Hoard

nited States lhose standards require that we plan and perform the audit to obtain reasonable assurance about

whether the financial statements are free of material misstatement An audit includes examining on test basis

idence supporting the amounts and disclosures in the financial statements An audit also includes assessing the

accounting principles used and significant estimates made by management as well as evaluating the overall

nancial statement presentation We believe that our audits provide reasonable basis for our opinion

In tin
tip

nit ul lie ni si idated financial st ate tue nt ret erred to above present fairly in all matena respects the

financial position of the as of 1ecemher 31 20 It and 2X9 and the results of its operations and its cash

lows for each of the three years in the period ended Iecemher 31 2010 in conformity with accounting principles

nera liv accepted in the iii ted States of America Al so in our opinion the related fi rianc statement

schedules wheti considered in relation to the basic financial statements taken as whole present fairly in all

ii ate ri respects the informat ion set forth here in

We also have audited in accordance with the standards of the Public oinpany Accounting Oversight Hoard

nited States the internal control over financial reporting as of lecemher 31 2t 10 based on criteria

established in Internal ant rol Iterated Iranettok issued by the ommittee of Sponsoring Organizations of

the lreadwav ommission OSO and our report dated February IS 2011 expressed an unqualified opinion

I/ RANF II RNl 1.1.1

dcl can Virginia

ehrnar 2011

F-4



Federal Realty Investment rrust

CONSOIAIATEI BALANCE SHEETS

3.726223

6320
.5l

3.895942

.035204

2.860.738

15.797

68.997

44813

51606

110.686

6.916

3.159.553

529.501

59.94

97.881

1079827

102574

41.601

11.751

55.348

1978423

$3.61 9.562

132.758

6914

3.759234

938087

2.821 147

135.389

72 19

48 .3 36

35633

99 65

10.348

$3222309

539609

62 27

26 1.745

9302 19

109.061

4088
11710

57 .827

2.013.246

Ihe accompanying notes are an integral part of these consolidated statements

Icccnihtr 31

2010 2M
In thousands

AS

Real estate at cost

Operating including $97 157 and $68643 of consolidated variable interest

entities respectively

onstruclion-in-progress

Assets held for sale discontinued operations

.ess accumulated depreciation and amort tat ion including $4.43 and $3053

of consolidated variable interest entitles respectively

Net real estate

ash and cash equivalents

Accounts and notes receivable net

Mortgage notes receivable net

Investment in real estate partnerships

Prepaid expenses and other assets

eht issuance costs net of accumulated amortization of $9075 and $8291

respectively

lOTAI ASS1TS

I.IABII FIlLS ANI SIIARLlOI.lLRS LQLJIY

Liabilities

Mortgages payable including $22785 and $23417 of consolidated variable

interest entities respectively

apital lease obligations

Notes payable

Senior notes and debentures

Accounts payable and accrued expenses

idends payable

Security deposits payable

ther liabilities and deferred credits

lotal liabilities

onimitments and contingencies Note

Shareholders equity

Pref erred shares authoriied 88 shares

5.41 7/ Series umulit ive onvertible Preferred Shares stated at liquidation

preference $25 per share 399896 shares issued and outstanding

on mon shares he ne flc interest par MM shares au ri ted

61 .5264 and 61 .242050 issued and outstanding respectively

Additional paidin capital

Accumulated dividends in excess of net income

lotal shareholders equity of the Trust

ncont roll
rig rite rests

IL sharetu lers eq Li

iOTAI l.IARII.lTlkS AND SIIARLIIOI.IFRS kQtJlIY

9997

615

.666803

527582

1.149.833

31297

1181130

3159.553

612

1.653 177

486449

1177337

31.726

1.209.063

$3222309

F-S



Federal Realty In%estnlent Iriist

ONSOIIIATFI SlAlENIENIS OF OPERATIONS

ear Iiidcd IetI11Icr 31

2011 2H9

In tI1ohIInI% cIt iwr .ha re data

RI \l.NLI

Rett.tI neonie 52552 51 2.725 50I .055

ther PFOIXTt\ nlLoTne 14.545 2.5
MorIgae inleiet iitcotite 4.60 4.43 4.54

tiI ie ettlic 544.674 530.5 9.6

IXII.NSLS

RetitiI e\ene 111.034 l0627 109.463

ReiI estate tae 59 19 55.417

eneral and adutiitttiaitve 24 22.032 26.732

.ttieaiIotl Slot 16.355

lepteciatioti and atlnwtl/atloit 9.539 I4 12 ii0.74

ota opera tie expenses 314.201 9.935 302.36

PI -.R\ II IN Ml 230.474 21 .53 217.251

het interest ticottie 256 .94 96
Interest expense 101 .2 7X 99.1

I-.arl e\tltlLLllsltlttet1t if kilt 20l 2.639

Incoirte from meal estate PaItltshiPs 061 .322 1.612

MF I-R NIIN 11N PIRAFI NS 127 117 02.379 120616

11 NII NIl PFR AII NS
isconttmtiied erallons loss nicottie 20 95 965

iiscontimnied pertl1tnis iaiit aie of real estate .2 12.572

Results fnini drsontlnned operations 721 .493 14.537

IN Ml Il.F RI AIN SAl .l REAl ESTAtE 27.27 3.72 135.153

on sale of real estate 411

NIT IN OME 125237 103.572 135153

Net micommie iittrtkitahle to noricorttrolliitg utteresis 5.447 5.565 53661

NI- INOME ArlR1131IAUI.l to 11W IRLISI 122.791 5.304 129.757

Ims RleItIs Ott preferred shames 541 541 541

NI IN Ml AVAIl .AUI .I MM SI IARI .1 ERS 22.249 97.763 $1 29.246

I-..-\RNIN P1k MMN ShARE RASI
ontmmitllm1i opetaltotts .97 1.60 .94

mscomttimmued operations .01 1.03 0.25

on sale of real estate .1

1.99 1.63 2.19

eihted aS erage tinnmher of comninon shares basic 61 .52 S9704 S566S

I-AR NI PlR SI IARI 111.1 TEl

oritmnitine operations .96 .94

rscomittmitied operations 1.01 1.25

al mt on sale of real estate .11

1.95 .63 2.19

\eii.ited aserage mtuttther of conmnton shanes diluted 61.324 59.53 5555o

the acconipanving notes are an integral part of these consolidated statenients
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Federal Realty Investment Irust

oNsouI1vrFI 5TATF OF ASH FLOWS

I9.i7

250
1.41W

2.0f

.060

4099

7.461

224
79
743

256735

57.133

50414
36I

16.930

237

10.272

13.95

l7.0S4

15093

569
l.29X

2.639

1.322

5.265

79

16

9.753

710

256.765

10531

76079
26XX

2.122

7.020

594

924
.503

127.341

111.069

12.572

1.612

l55

633
2.66

4.329

2626

22.285

99.625

104.196

33790

44.9

363

9.921

5.2
207567

123.5X

20.X

I.5l2

2X
I.5S

l46.4I
5.341

56I6

3546
50.691

15.223

bear Ended Ictenbtr 31

2010 2009 200X

In thnu.ands

l2.237 103.72 135.153

lI .R.\ II IIV lilt

Net iiIOii

.\djustnieiit to reconcile net iricoilie to net cash provided lv operating

aCt iS 111s

epreci tion arid airiorti/ation including discontinnet.I

t1ert Itn

ill atioli provisloil

aiii on sale of real estate

lail estineuishmeiit of debt

iicr Tile it tiii real estate partnerships

her net

htnies ii assets and liabilities net of eftects of acquisitions and

dispositioiis

eerease increase in accounts receivable

Increase decrease in prepaid enses arid other asset

ecrease Increase iii accounts pa able alll accrued cx penses

Increase iii sCIiitV ileposits and other liabilities

Net cash provided by operating activities

IN \FS lIN iIvIIIFS

.\cqui sit iou of real estate

ajital expenditures Iks elopirient and redevelopment

.ipitah expenditures other

rt teeeds non sale real estate

his estlilent iii real estate partnerships

istrihiition froiri real estate partnership iii excess ot earnings

easing costs

Issuance of iiiortgage and other notes recei able net

.et ash used iii its estilig aclis ities

IN\N IN .\ IIvlIIFS

set boiroS
iiigs repavrilerits tinder revols ung credit taciIit net ot

eOsts

Issuance ot seinor notes net of costs

Purchase and retirerilent of senior notes/debentures

Issuance of iiiortgages capital leases and notes pa able ire 11

Lost

Repa iiieiit in irtgages calital leases arid notes paYahl

\t1ilsiOii IT liii tIiii trait

ssiiaiice ot tiiiiiion shares

is ideiids paid to coittiiion and preferred shareholders

istrihutions to noricontrollung interests

Net cash used in financing activities

l.RI.ASh lNRFASF IN ASh ANI Ash FQI.JIVAI.FNIS

\ShI \Nl Ash FQIIvAl.FNls BI.GINNING OF YFAR

.\Si \Nl ASI FQL IvAl .INIS INI OF YFAR

76550 123.5X
l4X457 147.534

I75.S67

9950 526617

262.340 337221

6.61

163120
5346

1X9239

19.592

135.3X9

15.797

115502

156.1X

6223

9.25X

120.166

5223

l353X9

Ihe accompanying notes are an tntegral part of these consolidated sateiiients



Federal Realty Investment Trust

NOTES To CONSOLHATEI FINANCIAl STATEMENTS
Ieceniber 31 2010 2049 and 2008

NOTE SUMMARY OFSlAccOUNTIN POLICIES

Business am rianiat ion

Federal Realty Investment Irust the lrust is an equity real estate investment trust RF II speciali/ing in

the ownership management and redevelopment of retail and mixeduse properties ur properties are located

primarily in densely populated and all uent communities in strategically selected metropolitan markets in the

MidAtlantic and Northeast regions of the united States as well as in California As of Iecemher 31 2010 we

owned or had niajority interest in comniu ity and neighh rhood shopping centers and mixed use properties

which are operated as 85 predominantly retail real estate pmjects

We operate in man ncr intended to iiahle is to ii lily as RI Ii It fede ra nc niie tax pu rp se RI Ii that

distributes at least 9/ of its taxable income to its shareholders each year and meets certain other condi ions is

not taxed on that port ion of its taxable income which is distributed to its shareholders

Irln
iple.v 0/ on.soliilaiion am I.ctimates

Our consolidated financial statements include the accounts of the Irtist its corporate subsidiaries and all entities

in which the Trust has control Ii ng interest or has been deternl ned to he the pri mary henefic iar of variable

interest entity VIF The equity interests of other investors are reflected as noncontrolling interests All

significant intercompany transact ions and balances are eliminated in consolidation We acc nint for our interests

in joint vent tires which we 10 not control or man age using the eq iii ty method of acc ni Ii ng

The preparation of financial statements in conform it with accounting principles general accepted in the ii ted

States of America referred to as AA requires management to make estimates and assumptions that in

certain ci rcu mstances affect the reported amou nts of assets and liabilities disclosure of contingent assets and

liabilities and revenues and expenses These estimates are prepared using illanagements best judgment after

considering past current and expected events and economic conditions Actual results could Ii 11cr from these

estimates

Re IaS.s/i OliOfl.S

ert.ti 2$ ind 18 nmu nt have been reclassified to irn current peril pr semi tat II

Revenue Rei ognition ll/ ounts Re ei iah/e

Our leases with tenants are classified as operating leases Substantially all such leases contain fixed escalations

which occur at specified times luring the terni of the lease Base rents are recogni/ed on straightline basis

in when the tenant 115 the space ugh the tern of the re at ed lease net ti at adj List ml ie nt based

on managements assessment of credit collection and other business risk Percentage rents which represent

additional rents based ii pon the level of sales ach ed by certain tenants are rec iii ted at the end of the lease

year or earlier if we have determined the required sales level is achieved and the percentage rents are collectible

Real estate tax and other 1st re ill hu rse me nt are ree gil
ied on an accrual has is ve tile pen o.l In hi cli he

related expend it tires are incurred or ten ant to term ilate its lease agreement if to tile rId of the agreed

terni we may require that they pay tee to cancel tile lease agreement ease termniilatioil fees for which tile

tenant has relinquished control of the space are generally recognized on the termination date When lease is

terminated early hut the tenant nue to coil ro the
space

rider 111011 tied lease agree mlle lIt tile lease

te mi nat ion fee is generally recogn ted eve ill over tIle re nlai ml ng ermil of tIle niod Ii elI lease agree men



We iiiake istiiiiate iii the collectabilit Of OUi acCOUnts teiei\aIIi ieldtel to iiliiIiiitltii rents sti.rihtlirie rents

1\leiise ieiiiilLiF.eiiietits aiid titliet ieveiitic \Ccttiitts teceisthle IS CdIiied let ot this allovarlcc for tloribtlril

ircttitiit iir ti teiiiiiiiatiori as to the collectahilitv of accoutits receis able antI crrriIoirIirrcl\ the adequacy of

this tllti alice is based priiiiaril iipoti Cs aluations iii itihividtitl receivables cutreiii economic cnditious

liisttti teal e\jltietlce amid oilier reles alit ctors Ihe allowance lot dtitibttul accounts is increased or decreased

tliiI1LILhi h.tl debt e\leiise Actotiiits recers able are writtenof svlieti tlie are deemed itt hi tincOllectible and VIC

ti.C 1111 11111Cr actis els ttruitie collection

lii oltile cases liIiiiiril\ reiaiiric to straightlitre rents tire collection of accounts iecers able extends beyond one

seat tit sperierice melatise ii tiribilled str ightline rents is thai portion Iii the anlItitirits otherwise

Il.ciltti/Ihle is reseirtie is never billed to or collected horn tenants due to early lease terminations lease

iritiiticatitiiis batikrui arid other ctor.Accordinglv the extendeI collection period for sir rghtlrrre rents

11010 itt our es ahiiatitiii of tenant credit risk nias tesult iii the nontecoenitton of portion of straightline rental

Iiiciiiie until the ciillectiiiti oh such iricottie is reasonahls assured It our es aluatron of tenant credit risk changes

iiidicatiti iritire stiaiht line resenure is teasomiabls collectible thiaii pies ioutsI estimated and realied tire

ilditiorial strai chi litre rental incorire is tecocriiied as res etrue It our evaluation of tenant credit risk chances

iiidicatiiig .i

portitiii
of realiied straightline rental incotlie is no longer collectible resers and had debt expense

Is icciirdeti \I eceiiiber 21 and accounts receivable include approsiniaielv S45.6 riirllion and S4

iittlliiii respectlsel\ related iii straightline rents \i lecetnber 2111 amid our allosarice for douhttul

tcciuit ss as X7 niullion atid nnllion respectis el

Rtii/ ihth

antI hutlthiiigs iiitl
iitipitl\eitieiits ate tecoided it cost Iepieciatioii Is ctiiripuited using the straight hue iriethod

lstiiiiated tisetul lises
range gerierall frtiiri .5 sears iii iiiastiiintii itl sears oii buildings arid tiiaor

iiiipi
is eritetits Miiior itiipros eilieints furriitute and equipmiient are capitaliied arid depreciated os er useful lives

iatiiiig rout to \eais Maintenance and mepairs that do riot itniptove or esterid the useful lives uI the related

assets ate charged to opematittiis as iticnrred tenant iiriptosenietits ate capitali/ed arid depteciated over the life of

the elated lease or their estitiiated useful life hiiciiever is shorter If teiiatit vacates its space prior to

cotitractual teruntiation of its lease the uitidepreciated balance of ari tenant iunprosetnetits are ritteti off if the

arc replaced or hase till future alue Iti 2W0 2X amid 2U real estate depreciatioti espense as lO.3

unlliomu SI rritllioti atid Ii tnillion respectively includitig atnoutits frotti disctirititrued operations arid

tsscts titttlei capital lease tibligatioris

iules of real estate tie recogtitied tink hen suffictetit ulti ti pa nients hase beeti obtained possessiomi amid other

itt iittutcs ut 1155 iiershi1 base heeti ttanisteired RI tire huier and se has till sigtiihicamit continuing iiisolsemtiemit

Ihe application of this criteria can he coniplex atud requires its to make assuttiptiotis We heltese this criteria was

net lilt ill real estate sokl thuirtng 211 2X and 2XS

utt iiietiittdtilog ol iIlocatimig the cost of acquisititinis to assets acquired and liabilities assuiiied is based tin

esttiiiated fut ames teplaceiiiemit cost atid appraised alues When sse acquire operating real estate properties

the putchiase price is allocated itt latid building iinpmosetiieiits itutamigibles such as riplace leases amid tti current

tssets and liabilities acquited if an the alue allocated it uiplace eases is airiontied user the related lease

teriti anti reflected as meiital iticoriie ni the statenirenit of operations If the aluie of heltuss trianket lease intangibles

itcltitles neiiess at
optittit periods sse imiclude such iemiess al periods iii the aniittntn/atttin petitth utihied If tenant

.ttes its 5ii1 prtr itt contractual tertilinatioti of its lease the uiiatiitirtiied balatice tit any itiplace lease value

is ss lien itf to mental tncttnne

hffsctise Jamiutar 2X with the adoption of new accounitinig standard ftir business ctiiuibinratittni.tnanisactioni

ctlsts suichi as broker fees tiamisfem taxes legal accounting saluationi anid oilier professional and consulting fees

related iii the acqnisitittti of business are expensed as imicuirred and imicluded un general and adniiinistratise

II



CX CI15C5 in UF Cl ill 511 iIated state inCilt If OICIat 10115 the acqu isi lOfl of an operating shopping center typically

1UaI lies as busi ness II acquisitions pro fl January 19 and asset acquisitions not meeting the definition

of husi iic .transact lou sts ale capital ied as part of the acquisition cost

When applicable as lessee we classify our leases of land and building as operating or capital leases We are

required to use judgnicuit and make estimates in determining the lease term the estimated economiC life of the

property and the inicuest rate to he used in determi ii
118

whether or not the lease meets the qualification of

capital lease and is recorded as an asset

We capita lie certain Cl ist tel ated to the Ic ye lopine and rede ye lopnient of real estate including

pie-construction costs real estate taxes insurance construction costs and salaries and related costs of personnel

directly involved Additionally we capitalite interest costs related to development and redevelopment activities

apitaliiation of these costs begin when the activities and related expenditures commence and cease when the

project is substantially complete and ready for its intended use at which time the project is placed in service and

depreciation cotllmences Additionally we make esti mates as to the probability of certain development and

redevelopiiient projects being completed If we deterniine the development or redevelopment is no longer

Pi babl fill Ic lii vc cx pe II se all ca 111
Ii ted costs which are recoverable

We review for
lllpai

rilicult on po pert by propeli basis mpat rment is recognized on propel-ties held for use

when the expected undiscounted cash flows fr properly are less than its carrying amount at which time the

property
is written-down to fair value Properties held for sale are recorded at the lower of the carrying amount or

the expected sales price
less costs to sell lhe sale or disposal of component of an entity is treated as

discontinued operatiolls he operating prpettes sold by us typically meet the definition of component of an

entity and as such the revenues and expenses
associated with sold properties are reclassified to discontinued

operat ni for all periods pie sen ted

iS/i and as/i L./iii%lilit

We define cash and cash equivalents as cash on hand demand deposits with financial institutions and short term

liquid investments with an initial maturity under three months ash balances in individual banks may exceed the

federally insured limit by the Federal Ieposit Insurance orporation the FDIC At December 31 2010 we

had $6.8 million in excess of the Fll insured limit

/repau/ Llpeis.s and t/ier Assets

lrepaid expenses
and other assets consist primarily of lease costs prepaid properly taxes and acquired above

market leases apitalii.ed lease costs are direct costs incurred which were essential to originate lease and

would not have been incurred had the leasing transaction not taken place and include third party cofllmissioflS

and salaries and related costs of personnel directly related to time spent obtaining lease Capitalized lease costs

are tIll rt ed ser the Ii fe of the ic ated lease If tenant vacates its space prior to the contractual tel-ill nation ot

its lease the unaniortited balance of any lease costs are written off other assets also include the premiums paid

for split dollar life insurance covering several officers and former officers which were approximately $4.6

lllilliotl at teceniher 31 2010 aIld 289

Ieht is.s uani .st.s

osts related to the issuance of debt instrunlents are calitali/ed and are aniortited as interest expense over the

esti mated life of lie ic lated issue using the straight Ii iie method which approximates the effective interest

method If debt instrument is paid off prior to its original maturity date the unamortized balance of debt

issuance costs are written off to interest expense or if significant included in early extinguishment of debt

FI



ri oui In triunen t.s

\s ot eceriibcr 2I arid 2X wt had no oustaridirig hedging irtstnuriienits At tiriies
iiiay use

ileii ati liistitliilcilts Ii
lilittlilge exposure to virrable interest ratc risk We generally enrer into interest rate

aps to iiiaiiage tilli exposure to variable interest rate risk arid treasury locks to iriariage the risk of interest rates

rising prior to the issuance of debt We enter into derivative Instruments that qualify as cash flow hedges and do

lot enter into deii atl\e iilstnnrnents for speculative purposes

ur iash floss hedges are iecorded at fair value assess ettectiveitess of out cash flow hedges both at

litieptiori arid on ant onigoirig hisi lie effective portion of changes in fair value of our cash floss hedges is

tecorded iii other coniprehensive tnconie and the ineffective portion of changes in fair value of our cash flow

hiedees is recLrited in cainines in the period affected In February 2X we entered into interest swap

agreements to fix the variable portion of our S2X million term loan at combined fixed rate of 2.7X9/ through

ye tither Hi Ii swaps were designated and
qua ft fi ed as cas Ii fl hedges nd were ree rded at hi

ilue until the swaps ended on November 2X No hedge itistrurnents were outstanding during 20l and

i4 ledge ineffectiveness did not have significant impact on earnings in 2XX and we do not anticipate it

ill hits significant effect iii the future

It r/g igt oe itt a/tie

has made ceri in tilt wtgage It ian hat because of her nature quahif as tan receivables At the rite the It ian

ss crc rr iade we did in nte rid or the arrange rile flt to he ant ii iii other than fi naric ng
and lid nit it Ct nite iii plate

al estate iii vestment We evaluate cite Ii in vest rite nit detern ii tie whet her the ari atange ii ient qua lilies as loan

itt itt tire or real estate in vest rile lit and the appropriate acc nt
rig

beret in Sue deterr iii nat ion affects our

ha laiice sheet lassr ticat ron of these invest merits and the recognit mi of interest inici title den sed theretrorii sonic

of the loans sse recetse iddrtiorial interest however we never receite in excess of of the residual profit in the

piipcit and btctuse the borrower has either substantial iiisestnterit in the pnoJeit or has guaraiiteed all or portion

it out It tan Ii coriibiriitioti thereofL the loans quahif for loan accounting thie amounts under these arrangements

tie pneented its iriortgage notes receivable at eceiiiber 211 and 2X

\Ioitgagc notes receivable itte recorded at cost net of any valuation adjustiiients Interest inictmnile is accrued as

ea rued Mt nt gage iii ite ieee vt ble are ci nis ide red past tie based iii lie conit rae ternis of the ilote agree we nt

it quanterl basis ss is aluate the collectahilitv of each mortgage note receivable based tin various factors

ss bitch iiii include payitienit history expected fair value of the collateral securing the loan internal arid external

iiet.Iit tilt orittatiort and/ui econiornnc trends loan is considered intpained when based upon current information

.iitth esents it is probable that we will he unable to collect all aiitouiits due uriden the existing contractual ternis

When loan is conisidened iiiipaired the amount of the loss accrual is calculated comparing the carrying

.tiiiount of the
rilortgage note receivable to the present value of expected future cash flows Since all of our loans

tie collareralred by either first or second tnortgage the loans have risk characteristics similar to the risks in

iss itt ng eomriiercial real estate

./iart 16imed
lPI/Pt.SIttOFt

graiit shari based ci mnilpensation awards to employees and trustees tvpncally in the form of options comrntliis

shaics intl restricted coriiiitoni shares We measure stock based corilperisatiorl expense based on the grant date

ahtie of the assard arid recogniie the expense ratably over the vesting period See Note 14 for further

disctissioit negardirtg our shiane based cttniipenlxatiorl plans and policies

i/tie Ittere.ti Lniitzei

entatit entities that do not have sufficient equity at risk for the eritit to finance its activities without additional

\uhoriltiiated fnniaricial support front other parties or in which equity investors It not hase the characteristics of
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controlling financial interest quality as VIIs \/lls are required to be consolidated by their prlilliry beireficiaiv

hfIective January 2414 with the adoption 11 flew accounting pronouncement the pritriary beneflclai\ of

VII has both the to direct the activities that most significantly iillIact economic perforiiiaiice of the Vll

and the obliiiatioii to absorb Isses or the right to receie benetits that could potentially be sigilificant to tire VIh

Prior to Jaunar 2h the primary hemreticiarv ot VIF was determined to he the party that absorbs iliajority

of the eiitit expected Isse receises iiIajority of its eXIected returns oi both

We have esaluated our in estinents iii certaiti joint ventures including our teal estate latttrersliil with atttliates of

djscretioriar lurid created and ads ised by IN iarioii Partirers and our aurus Nes bury Stieet JV II .iruited

Partirershril and determined that these joint ventures do not meet tire requireirreirts of variable interest entity

and therefoie coitsolidatiort of these sentuies is lot required Ihese mnvestiiierits are accounted for using
the

equity nrethod We has also evaluated our irrortgage loans receis able and deteruiiited that entities obligated

tinder the itrortgage loans are not VILs except with iespect to our first and second rtrortgage baits on shopping

center arid adjacent building located iii Norwalk onnecticut as further discussed in Note Onr itrvesturent

balances flour our real estate paitnerships and nrortgage notes receivable are presented separately in our

ci rr Ii dated hal nec slice

Ott October 16 2UU6 we acquired the leasehold interest in Melville Mall tinder 24 sear rilaster lease

Additionally sse loaned tire ov ncr of Melville Mall S34.2 million secured secoitd mortgage on the property

We have an option to ptirchase the shopping center on or alter October 16 2021 for price of million plus

he as su fit pt ii in of the first nu nt gage and repay inc nt of he seci md nn rt gage If we tail to exercise out purchase

option tire owner of Melville Mall has put option which would require us to purchase Melville Mall in 2023 for

S5 million and the assuirrltlon of the owners debt We have determined that this property is held in variable

interest entity for which we are the primary beneficiary Accordingly beginning ctoher 16 2006 we

eoirsolidated this property and its opeiatioirs As ot lecenrher 31 211 and 2R S22 million and 23.4

iiiillion iespectivelv are included ut rrrortgages payable iret of uinarmrortiied discounts for the rmrortgage loan

secured by Melville Mall however the loan is not our legal obligation At leceinher 31 2114 and 2UO iret real

estate assets related to Mels ille Mall immeluided ri ouir consolidated balance sheet are approxiitmatelv 64 million

and 656 rmullion respectis Ll

Iii corllurmctmotr itir tire acuimsitions of seseral of oumr propeitmes we entered into Reserse Section 1031 likekitrd

exchange agreeirrenrts ss itir tirird patty iirterirrediary lire excirairge agrecrmients are for mmmaximrruirr of IS days

and allow us for tax purposes to defer gums on sale of other properties sold within this period Until the earlier

of termination of tire exchairge agreeirrents or 54 days after tire respectise acquisitioii dates the third party

intertirediarv is tire legal owner of each property although we control the activities that most sigrriticairtly intrpact

each li petty and reta in all of lie econ un ic benefits aird risks ass ic iated wit hi each
liii perty ach property is

held by third part ntertiredi ary
iii art able titerest ent ti for whtcir are the

pri irrary hetre iciary

Accordingi sse coirsolidate these properties and their operations eveir dtiimrrg
tire period they are field by third

party mnterrmmedmar suirriiiiar of suicir propentmes is as folbos

Irourlt Iate 1kM ht ihird Iartt Infrrnediarv 1ah onsolidand

el Mar Village May 2005 to Nos etrrher 25 2005 May 3ft 255

7415 7045 Reracasa Way July II 255 to Jarruar 2X$ July II 255

ouiit ard Shops Seprermiber 255 to March 2X September 2005

Iuntingtoir Square August 16 2111 to February 12 2111 August 16 241

Qmiairritatis arid qualiratis iiifomimiatmoir meganlmrrg signmii icarit assets arrd liabilities ate iimcluided iii Note

Iiioipii IaU.%

We operate in riianiier iirterrded to enable us to qualify as RFIl for federal incoure tax puirss RFII that

disttihuites at least HY of its taxable imrcoirie to its shareholdets each yeat
and riteets ceitaiir otirem crnditioirs is
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it taxed oil that portion ot Its taxable iiicotiie which is liStliblited tO its slhirelilder Iherefore federal income

li\cs oil lilt taxable incorrie have been arid are generally expected to be irriiiiaterial We are obligated to ay state

Ilses eenerall coitsisting of franchise or gross receipts taxes in Certain states Such state taxes also have not

been material

fta elected to treat certain of our subsidiaries as taxable RFIl subsidiaries which we refer to as IRS In

eettentI RS itta enreage iii ari real estate business and certain non-real estate businesses subject to certain

mutation under the Internal Revenue ode of as amended the ode IRS is subtect to federal and

state uticonnie taxes ther than the sales of condominiums at Sanitaria Row which occurred between Aut.ust 2X5
itid Aiieuisi 2001 ouu IRS activities have not been material

tilt fcs esceptionus ve are il longer subject to tederal state arid local tax e\airiiiiationls tax authorities

or \eans before 2006 \s of Ieceniber 31 20l and 20$ we had to iriaterial unrecognuied tax benefits While

\\ cut ieiitl lhl\ rio riiaterial unrecoguried tax benefits as policy se recognui/e penalties and interest accrued

elated to iinuiccoeiriied as benefits as iricorlie tax expense

cnn ill Ii/ iiiiltn

pri iii business is the nersh manage incn and rede rue itt of retail rid in xed use pri pe it ie We

cs iess operating arid financial iritorriiation for each property on an iiidis idual basis and therefore each property

ejreseiuts an iridis dual operating segrilent We esaluate inaincial perforitiarice using property operating income

Inch consists of rental iricorite other property titcorite arid mortgage nudest income less rental expenses and

Rat estate taxes NI individual property constitutes more than fg% of our revenues or property operating income

aid have rio operations outside of the Inited States of Ainierica lherefore sse have aggregated our properties

11110 ouie reportable segiiierit as the properties share similar longremit ecoriorilic characteristics and have other

siiiiilitriiies including the fact that they are operated using consistent business strategies are ty picallv located iii

itiajor itietropolitani areas and hase siritilar tenant ituixes

eitti ipiitl frUit 1iii 11l l1iU tflI Iif.S

iii liiite 2if the Financial Accounting Standards Hoard FASU issued ries accouirtirtg standard shich

nos ides certaiiu changes to the evaluatioti of VIF including requiring qualitative rather than quantitative

SR to theteriruine the pririrarv beneficiary of VIF continuous issessni1ents of whether an enterprise us the

it ttuuan beneticiar of VIF arid enhanced disclosures about an enterprises iris olvetitent with VIF rider the

ieo standard the prinitary beneficiary has both the power to direct the activities that ritost significantly impact

ccotionritl pert ornruanuce of the VIF arid the obligation to absorb losses or the right to receive beruef its that could

potenttahi be signuficarur to the VIF

idojied till standard effectrs Jantuany 2t Ihe adoption did not has nniarerial inirpact to ourr irnanicial

sitteuiteitts liii niess required balance sheet disclosures regarding assets arid irabnfuties of consolidated VIF

fits been iarenthteticall included tnt our balance sheet Iliese parenthetical arirounuts relate to Melville Mall iii

ltuiittiigtoui
Ness \or shopping center and adjacent coiiintiercial building in Norss alL onlnlecticuit and

htiittiiietoui Square iii last Noithpott Ness York Although the adoption of this standard drd riot has nitaterial

IliijaLt
11 our ftitanicial stateruuents this standard could iiiipact future ciunuslulidatuoni of entitles based on the

specifIc facts arid circuirrnstarices of those entities

III uk If the I.\SI issued iuess acconuutliug staridarul that requires enhanced disclosures abouir financing

IcLei\ ihiies
iiuciiidiiug

the allowance for credit losse.c redit qualit arid iriipairef loans Ibis standard is

clfectis for fiscal sears ending after Ieceniiher 15 2010 We adopted the standard inn the fourth quarter 2010 arid

ii ifnuh riot has maternal iniipact to our financial statements

1- 14



on.solulated Statements as/i I/oes Supp1eneiitaI Iisclosure.s

the following table provides additional information related to the consolidated statements ol cash flows

2010 2M9 21X8

In thousands

S1iPP1kM1NlAL IISCLOSIJRES

total interest costs incurred $108167 $1 l433 $104464

Interest capitalited
6285 5549 5301

Interest expense
$101882 $108781 99163

ash paid for interest net of amounts capitalized 98.932 SI 12106 95897

ash paid for income taxes 255 324 444

NON-ASH lNvlsIlN ANt FINANING TRANSATIONS

Fxtinguishment of dekrrcd ground rent liability 8832

1xtinguishment of capital lease obligations
1031 11545

Acquisition of real estate through exchange transaction 30.1

Proceeds from sale of real estate through exchange transaction 2518

.iahility assumed through exchange transaction 5XX

Mortgage loans assumed with acquisitions
32452

Note payable issued with acquisitions
2221

apitaliied lease costs are direct costs incurred which were essential to originate lease and would not have been

incurred had the leasing transaction not taken place These costs include third party commissions and salaries and

twrsonnel costs related to obtaining lease Capitalized lease costs are amortized over the initial term of the

related lease which generally ranges from three to ten years
We view these lease costs as part of the up-front

initial investment we made in order to generate long-term cash inflow and therefore we classify cash outflows

related to leasing costs as an investing activity in our consolidated statements of cash flows

NOTE REAL ESTATE

summary of our real estate investments and related encumbrances is as follows

Atcuniulated

IkprvdatIon and

ost AmortL.atlon Intumbrallics

In thousands

Ieeernber 31 201

Retail and mixed-use pwlerties
$375896t 995328 $505934

Retail properties under capital leases 108.381 29421 5994

Residential
28601 lt455 23567

$3895942 .035204 $589.44

leceniber 31 2N9

Retail and mixed-use properties
$3615514 899120 $515729

Retail prolerties under capital leases 115.813 29261 62.275

Residential 27907 9706 23880

$3759234 938187 $601884

Retail and mixed-use properties includes the residential portion of Santana Row and Bethesda ROW The

residential property investments are comprised of our investments in Rollingwood Apartments and rest

Apartments at ongressional Plaza



.1 i.ii i/it Ill It /11 III Fl Jfl/ JFlfl.t it/lOFtS

\uritlllarv of our significant acquisitloils in 20l is is follows

Iroptrt iti Slate .ros eusahlc rui Purchase Irice

In square feel In millions

Iuntington Square Iast Northport NY 74.0X 17.61
NoseTriher hirnier Mervvns Parcel Fscondido 75XX 11.22

Isit.iiitlidti lniiieriade

Nos einltei 22 Pentagon Ross Arlington Vi\ N/A 11.53

eceniher 27 Rethesda Row Hethesda MI N/A 9.44

total 490X $46.7

Vs acquired the leasehold interest in this properly Approxitriately $9.2 million of net assets acquired were

catecl it her assets above niarket leases and below market ground lease for which we are the

lessee Approximately 1.7 niillion of net assets acquired were allocated to liabilities for below market

eases We incurred approximately $0.3 million of acquisition costs which are included in general and

adriti itistiat vi expelises

fits property is idacerit to and operated as part of lscoridido Ironieiiade which is owned through

partnership Ti which we own the controlling interest

We arid suhsidiarr of Post lroperties Inc Post purchased the fee interest in the land under Pentagon

Ross Itie arid ss as purchased as result of favorable outcomlie to litigation In September 2008 we and

lost sued \ttrriado Realty Irust and related entities Vornado for breach of contract in the ircuit ourt
iii .\rlington ounty Virginia Ihie breach of contract was result of Vornados acquiring in transactions in

285 and 287 the fee interest in the land under our Pentagon Row project without first giving us and Post

the opportunitr to purchase the fee interest in that land as required by the right of tirst offer ROFO
pitis

isioris iiicluded in the documentation relating to the Pentagon Row project On April 30 2010 the judge

iii tins case issued ruling that Vornado failed to coiiiply with the ROt and as result breached the

contract and ordered Vornado to sell to us and Post collectively the land under Pentagon Row Vornado

appealed the ruling however the appeal was denied in November 2010 As part of the acquisition of the

land and terrnuiriatioru if the respective ground lease we were relieved of our deferred ground rent liability

for apprttxniiiatel $8.8 million lhe liability was offset against the purchase price with the excess of the

lnahilit oser the purchase price of $0.3 million included in the statement of operations as an adjustment to

rental pernse

Vs acqtiiiel the fee interest in approxiriuatelv 2.1 acres of land tinder Rethesda Row lriir to the

ransact tori the land parcel was owned lursLiiiit to ground lease and encumbered 1w capital lease

ohligatitiu which ss as terminated as part of the transaction

lie 51.4 niiillion gain on sale tif real estate relates to condenunatiori pioceeds net of costs at one if our Northern

irgiiiia properties in order to expand local road

lii eceniher 2110 we coniniitied to plan if sale for two buildings ott lifthi Avenue in San liego alifornia

\s lire buildings rnuet the criteria to he classified as field fir sale we recogniied $0.4 million loss to write down
one of tIne buildings to its expected sales price less cost to sell We expect tIre sales will he completed in 2011

he periit loris of the fin liii
iigs

have been icc lassi fied as di sc irit nued operat ions in the consolidated statements

peatri for all rears presented and included iii assets held for sale in our consolidated balance sheets

Nt IiF i/it ill .1
fit

is 111010 tiitl i.spo.s ilion.s

In tune 26 2M9 one of our tenants acquired from us our fee interest in land parcel in White Marsh
.irr li rid that was suhpect to kmgterm ground lease lhe ground lease included an opt ion for the tenant to

purchase the tee interest the sales price was $2 million and resulted in gain of $0.4 million

F- 16



On October 16 2009 we acquired 16.6 acres of riverfront property at Assembly Row in Somerville

Massachusetts for use in future development in exchange for the sale of 12.4 acres of adjacent inland land $3

million in cash and the assumption of $5 million liability The purchase price of the riverfront parcel was

determined to he $33 million based on current fair value calculations The sale of the inland land resulted in no

gain or loss on sale as the fair value of the consideration exchanged equaled the cost basis of the land sold

NOTE MowI NOTES RECEIVABIk

At ecember 31 2010 and 2009 we had four nmrtguge notes receivable with an aggregate carrying amount of

$44 million and $4.3 million respectively Approximately $33.0 million and $29.1 million of the loans are

secured by first mortgages on retail buildings at lecemher 31 2010 and 2009 respectively One of the loans

which is secured by second mortgage on hotel at our Santana Row property was considered impaired when it

was amended in August 2X6 At eceiuhcr 20 and 2M9 the loan has an outstanding face amount of 5.0

million and 15.5 million respectively and is carried net of valuation allowance of $3.2 million and $3.7

mull lion respectively At ecemher 2010 and 20$ our mortgages excluding mortgages in default at the

balance sheet date as further discussed below had weighted average interest rate of 9.9 Under the terms of

certain of these mortgages we receive additional interest based upon the gross income of the secured properties

and upon sale share in the appreciation of the properties

On March 30 2010 we acquired the first mortgage loan on shopping center located in Norwalk

onnecticut lhe first mortgage loan hears interest at 7.25 matures on September 2032 and as of

Iecemher 31 2010 had an outstanding contractual principal balance of $11 .3 million Since November 2X8

we have held the second mortgage on this shopping center and first mortgage on an adjacent commercial

building which had an outstanding balance of $7.4 million at December 31 2010 All of these loans are currently

in default and foreclosure proceedings have been filed

We reached an agreement with the borrower whereby the borrower would repay
the loans by March 29 2011

and are currently in negotiations with the borrower to modify the loans If the loans are not modified or the

borrower fails to repay the loans at that time we will be entitled to receive deedinlieu of foreclosure for both

properties If we acquire the properties through the exercise of the deed-in-lieu of foreclosure we believe the fair

value of the properties approx mates our carrying amount of these loans which are on nonaccrual status

Because the loans are in de fau It we have cert in ri guts under the Ii rst mortgage an agree nient that give us the

ability to direct the activities that most significantly impact the shopping center Although we are not currently

exercising and do not expect to exercise those riglts the existence of those rights in the loan agreement
results in

the entity being VI Additionally given our investment in both the first and second mortgage on the property

the overall decline in fair market value since the loans were initiated and the current default status of the loans

we also have the obligation to absorb losses or rights to receive benefits that could potentially he significant to

the VIE onsequently we have determined we are the primary beneficiary of this VIE and consolidated the

shopping center and adjacent building as of March 30 2010 lherefore our investment in the property of

approximately $1 .3 million is included in real estate in the consolidated balance sheet as of December 31

2010 However given our position as lender creditors of this VIE do not have recourse to our general credit

NOTE REAL IARINERSHIPS

l./ta//1 Venture

We have joint vent ore arrangement the Partnership with affiliates of discretionary fund created and

advised by ING Clarion Partners larion We own 30 of the equity in the Partnership and Clarion owns

70 We hold general partnership interest however larion also holds general partnership interest and has



siihsiaiii participating rights We cannot make significant decisions without Clarions approval Accordingly

account br our interest in the Partnership using the equity method As of tecemher 3l 2010 the Partnership

ned se cii retail real estate properties We are the manager of the Partnership and its properties earning tees

itcqIl sit ii ns di
5Jt isi to ins management leasing and financing Intercompany profit generated from the tees is

eliiiiiiiated in consolidation We also have the opportunity to receive performancebased earnings through our

Paiiiieisliip interest Ihe Partnership is subject to buysell provision which is customary for real estate joint

eiitnte agreellients and the industry Fither partner may initiate these provisions at any time which could result

iii iitlier the sale it our interest or the use of available cash or borrowings to acquire Clarions interest As of

eeeiiiher 2110 ve have itiade total contributions of $42 million and received total distributions of

iiiillioii Ihe following tables provide sunttiiaried operating results and the financial position of the

Ii it ne rs hip

Year Fnded Itember 31

2010 2009 2008

In thousands

PlR\lIN RISI 1115

Resenue 18.639 $19109 $19.1 II

spenses

bo.i ojei.ti ill
.5 Ptiisl5 49 19 5.185

epieciatioil and ailiorti/atton 5046 4.998 4792

liiteiest expetise 3.48 4.431 4537

ial cx peiises 14.595 15447 14514

4044 3662 4597

ui sItaR of net incoiiie trout real estate partnership 1449 1322 1612

Ivceniber 31

2010 2009

In thousands

\l AN SIIh1lS

Real estate net $181565 $183757

isli 3054 2959

ilier assIs 7.336 6.853

olal assets 191955 $193569

\lortgages payable 57.584 57780

tluer liabilities 5439 6101

Itit iiei capital 128.932 129.688

otal liabilities aill pattiiers capital $191955 $193569

iii share of unconsolidated debt 17.275 17.334

iir its estitieni iii ueal estate parttiership 35504 35.633

ti eceiiiher 200 the Partuiership repaid $23.4 million of mortgage loans secured by two properties on their

iiaiiirii\ dates Roth pautilers uiiade additional capital contributions totaling $23.4 million to repay the mortgage

loins of xx loch our coiitrihuttoti was $7.1 million

Iiiii \ii Iiii tte It II IIflhlII /ailiers/u/

lii \1a 211 we formed laurits Newbury Street JV II .iniited Partnership Newbury Street Partnership

oiiit seilture lirutited paitnership with an affiliate of Taurus Investment Holdings 1.1_C Taurus which plans
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to acquire oper te iiid redevelop up to 52X million of properties kcated lrii1trily in the Back Bay section of

Boston Massachusetts We hoki an X5 limited partnership interest in Newbury Street Partnership and Taurus

holds limited partnership interest and serves as general partner As general partner laurus is responsible

ir the perat ion and management of the properties subject to our alproval on malor decisions We have

evaluated the entity and determined that it is not Vll Accordingly given laurus role as general partner we

acc flint ni interest iii Newbury Street Partners hi using the equity method ring we reci rded

expenses of aproxii11ately 50.2 million related to our share of formation costs of Newbur Street Partiiersluip

Newbury Street Partnership is subject to buysell provision
which is custolilary for real estate point venture

agreements and the industry The buysell can he exercised only in certain circumstances through May 2014 and

may he initiated by either party at anytime thereafter which could result in either the sale of our interest or the

use of available cash or borrowings to acquire Taurus interest

May 2t 20 It Newbury Street Partnership acquired the fee interest in two buildings located on Newbury

Street in Boston Massachusetts fr ILircise price of SI 7.5 million lhe properties include approximately

32XX square feet of retail and office space significant port ion of the office space was vacant when the

properties were acquired and is currently being leased up We contributed 57.5 million towards this acquisition

and provided an SXX niillion interestonly loan secured by the two buildings lie loan matures in May 2tI

subject to one year extension option and hears interest at day 11 us 4t basis points nterconipany

profit generated from interest nconie on the loan is eli miii nated in consolidation All ainou nts contributed and

advanced Newbury Street lart nersli are nd tided in Iii vestment in real estate pIrt nersh ps in the

consolidated balance sheet ring It we recorded approx tuately St ni ill ion related to ur share of

acquisition related costs

lue to the timing of receis ing financial intorniation troiii the general partiei our share of operating earnings is

recorded one quarter in aiiear onsequently the following tables piovide stiiiimiiirmed operating results fromii

formation through September 30 2010 and the financial position of the Newbury Street Partnership as of

September 31 201

PFRAlIN RFSt 115

Revenue 371

Ixpenses

Other operating expenses
254

Iepreciation and aniorti/ation 121

Interest expense
36

Acquisitioti atid formation expenses
492

Total
expenses

Net loss 632

Our share of net loss from real estate partnership
3X9

HAl .ANi SIIFFI in tlum.swul.s

Real estate net 5171 4t

ash 375

iher assets 375

lotal assets SI 7X
Mortgages payalile .75t

ther liabilities 39o

Partners capital 5.74

lotal liabilities and partners capital SI.9

Our invcstmiiemit iii real estate partiiershiip 16102
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\equired above market lease are included in prepaid expenses and other assets and had balance of $20.6

rirllion and $18.4 million and accumulated amorti/ation of $9.9 million and $8.3 million at lecemher 31 2010

md 289 respectively Acquired below market leases are included in other liabilities and deferred credits and

lad balance of $53.9 million and $52.8 million and accumulated aniortitation of $23.5 million and $20.5

liii lii in at ecemher 2010 and 289 respectively The value allocated to inplace leases is amortited over the

elated lease term and reflected as additional rental nconie for he low market leases or reduction of rental

conic br ahove niarket leases in the statement of operations Rental incoinie included net ainortii.ation from

icquired in-place leases of $1 .6 million $1 .7 million and $2.2 million in 2010 289 and 288 respectively The

teinramiririg weightedaverage amortitation period as of Iecenrher 31 2010 is 7.7
years

and 14
years

fr above

market leases and below market leases respectively

lie air nt i/at ion acquired mnplace leases during the next five years and thereafter assuni
rig

no early lease

eriili nat otis is as tol lows

Above Markel Below Market

I.eases Leases

In thousands

ear ending ecennher

2011 .$ 1.907 319
2012 1.526 2.955

2013 1.212 2548

1.159 1.983

2015 1.133 1.897

lhereatter 3772 17795

$10709 $30368
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NOTF IWI3T

ihe llIowing is summary of our total debt outstanding as of lccemhcr 31 2010 and 289

IrintipaI ltaIane as of

leeembcr 31

2010 2M9

loIlar In thousands

Stated

Maturity latc

lvserlption of lebt

Mortgages payable

Federal Ilaia 31901 32.536

lysons Station 5713 5898

ourtyard Shops
7289 7.518

Bethesda Row 19.994 19.995

Itethesda Row 4163 4.304

White Marsh Ilaa 9.58 9859

row allyon
20.395 20.816

Idyk ood PIaa 16.544 16792

.eesbutg Ila.a 28.786 29.219

thmanns Ilaa 37.224 37.783

Ientagon Row 53.437 54.240

Melville Mall 23073 23782

IIIF AVFNIJF at White Marsh 57.803 58939

Barracks Road 3985 40639

lauppauge
5.022 15.320

lawrence Iark 28246 28805

Wiklwood 24.827 253w

Wynnewood 28785 29.355

Brick Ilaa 29.429 30.053

Rollitigwood Apartments
23567 23.881

Shoppers World 5.593 5.733

flint Vernon
.93 .298

helsea 7795 7.952

Subtotal 529.953 540035

Net unainortited discount 452 426

Total niorigages payable
529.5l 539619

Notes payable

Res olving credit tact ity
77XX

1cm li ian
XX

Various
1481 2345

scondidii Municipal bonds 94X 94X

lotal notes payable
97881 261 745

Senior notes and debentures

50 notes 75.XX 75.0X

Xi notes 75XX 75XX

40A notes
35.XX XX

95 notes 50XX 50XX

notes
25.XX 25.XX

20% notes
2XXX 2XXX

5.90i notes 500X

7.4W4 debentures 2928 292X

82 medium term notes 4008 40XX

Subtotal 10792X 929.2X

Net unatnorliied
prettimutti

627 1.019

lotal sen ir tIes and dehe mu ures 79 827 93 1.2 19

apital lease obligations
5994 62275

Total debt and capital lease ohl gal tons 51.767149 $1 .793848

Stated

Interest Rate as of

Iecemtwr 31
2011

6.750A

74X
870

5370
.050

6.040

54XY
.5Xt%

5X%
7.5XX

5X%
.250

5.460c

7950
.950

7950
7950
7.950

74l5
5540
5.91 oc

660X

5.36oc

.IBOR0.425A

.IlR3.XXX
57

0.5l4

4.5X
i.XX

.4X

.950%

5.65

6.2XA

5.9X4

7480
6820

Various

June 1.2011

Septetmiber 211

July 12012

January 2113

Fehnmary 2013

April 1.2013

August II 2013

June 2014

June 2114

June 2014

June 2014

September 2014

January 2015

November 2115

November 2015

November 2115

Novetnber 2015

November 2015

Noveitiher 2015

May 2019

January 31 2021

April 15 2028

January IS 2031

July 27 II

July 27 2111

Various through 211

October 2016

February IS II

July 15 2012

lecetnher 1.2013

August IS 2114

Jutme 12016

January IS 2117

April 2020

August 15 2026

August 2027

Various through 2116
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lii .larittir 28 211 se deiiered notice exercising our option to esten.l tire niatnrit\ date by one year to

.ltil 27 on our resols
trig

credit facilit ssiiich bears interest at lIROR plus 42.5 htsis points We paid an
1\iiisioii fee of million shich is being ainortiieil over the remaining term of the resolviiig credit ftciIity

lii March 211 sse issued 50.1 tirillioti of fised rate senior notes that nurture on April 2121 and bear

Interest at ft the net proceeds trout this note offering after issuance discounts underwriting tees and other

costs ssere 148.5 trillion

hi ar bus dUes ruin Iehruary 25 20t to Maich 2110 we repaid the remrtaining 5250 tirilliori balance tif

our lerrir loan the terrir loan had an oitgitial maturity date of July 27 2111 however the loan iigreeinent

included an option to prepay the loan itt whole or in part at an tulle without preniiuiii or penalt lue to these

iepii\ uterus approsirirately 52.8 rirrllion of unaiiiortued debt tees ssere recorded as additional interest eXpense in

2111 and are included rn earls e\tnngtuushtiient of debt itt the consolidated staterirent of operations.lhe terni

bait \Sits repaid using cash iuui hiurid and cash front the SI 50 irnilliori note isstuiuruce

ni eceriiher 27 211 sse acquired the fee uutetest iii approxiiiriutelv acres of land tinder our Hethesda Row
piopert\ lrior to the traiisiuctton se had capital lease obligation of SI .1 ittillioti ott the land parcel which was
esniiigiiislreil as part of the transaction

the iiia.nniiiiiii arnionint of horros rigs outstiitdimig under our 5301 iiiilliori resols
irig

credit facility during 2111
2X arid 2118 sius 82 truillion 172.5 mnrtlluon and 59 million iespectivel the weighted average amount
Of horrosiiugs outstanding was 523.4 tnillion 547.7 million and 561.4 million for 200 2009 and 288
reslecnisel\ Our res ols

trig
credit facility had weighted average iritetest rate before atliorti/atiori of debt tees

of and .1 for 2010 21s and 2008 respectively Our
revolving credit facility also had weighted

its eriuge interest rate before anIortu/atnon of debt tees of 07% at lecemher 31 and 5/ at tecemher 31
215 its there as no outstanding balance In addition We ate requited to pay an iuniniuil facilit fee of 50.5

no Ilion lire loan matures on ink 27 211

iir es oh
trig

credit facility and certain notes require irs to coiriply with arious finaticiiul coveuliurits including
the iiaiiitertanice of riiiirirriuuiir shareholders equity and debt coseriuge ratios and maxiniunu ratio of debt to net

ssorth .\s of leceriiber 31 2010 we seie iii conipliarice with all loan cosenatits

Scheduled principal pa\ inients on rriortgages payable notes payable senior notes and debentures as of

tceniher 31 211 are as follows

lorigages Notes Senior Notes and total

Puns ashlt loatile elwnl res Principal

In thousands

iii ending eceirnber

2011
47.349 S77.7241 7580 211073

2112 17.38 01.727 7508 213.107

72 1172 13580 207137
2114 156364 15018 306364
205

203398

Iheneafter 33355 940 54428 586955

S529.953 S97881 SI .07928 51.707.03413

iir 98 rnnilliori esolvinig credit facility matures on July 27 211 As of Iecenniben 31 2111 there was77 lriuv tunnuher this credit facility

Includes the repa irient of the outstanding mortgage payable balance on Mount Vernon the lender has the

ptini to call the loan on April IS 2013 or any time theneafter
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The total debt maturities lifter from the total reported on the consolidated balance sheet due to the

unainort lied discount or lwcini urn on certain senior notes debentures and lllortgagcs payable

ut ti ic in inin in lease payments and their present value for property ti iiiler capital leases as of ece tube

2010 are as follows

In thousands

Year ending December

2011 5.475

2012 5.484

2013 5.488

2014 5.487

2015 5488

Thereafter

115342

.ess amount representing interest 105402

Present value

NOTE FAIR VALUE OF FINANCIAL INSTRUMENTS

fair value measurement is based on the assumptions that market participants would use in pricing an asset or

liability in an orderly transaction The hierarchy fir inputs used in measuring fair value are as follows

.evel Inputs -quoted prices in active markets far identical assets or liabilities

.e eI Inputs observable inputs other than quoted prices in active markets for identical assets and

liabilities

evel Inputs prices or valuat loll techniques that require inputs that are both significant to the fair

value measurement and unobservable

In certain cases the inputs used to measure fair value may fall into different levels of the fair value hierarchy In

such cases for disclosure purposes the level within which the fair value measurement is categorited is based on

the lowest level input that is significant to the fair value measurement

xce pt as disclosed below the carrying mou lit of our ti rianc inst ru inc lit appn lxi mates their fair va tie The

fair value of our mortgages payable notes payable and senior notes and debentures is sensitive to fluctuations in

interest rates Quoted market prices Level were used to estimate the fair value of our marketable senior notes

and debentures and discounted cash flow analysis Level is generally used to estimate the fair value of our

mortgages and notes payable onsiderable judgment is necessary to estimate the fair value of fnanciaI

instruments lie estimates of fair value presented herein are not necessarily indicative of the amounts that could

he realied upon disposition of the financial instruments summary of the carrying amount and fair value of our

mortgages payable notes payable and senior notes and debentures is as follows

Icccnihcr 31 2010 Ircemtwr 31 2N$

Carrying Carrying
Value Fair Value aluc Fair Value

In thousands

Mortgages and notes payable .5 6273K2 685.552 5811.354 5819.733

Senior notes and debentures $1 .079.827 $1.1 68679 $930219 $95 .811
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NOII oMr1IiMNIs NI coNIIN
arc sorrietirrics involved in lawsuits warranlt claims and environmental illatteis uisirlg in the ordinary

nirse husi ness aniagennent makes issUillpt urns and est lilates concerning
the likelihood and amount of

any

potential 1155 relating to these matters

.11.1 currently pant\ to various legal proceedings We accrue iiabilrt tom litigation if art urilavoiahle

iitci uric
pu

rhable anid the amliount of Ii iss can be reasonabl est rntated If an unfavorable outcome is probable

arid reasonable estnriiate of the loss is range we accrue the best estimate within the range however it no

rthmn the range is better estimate titan an other amount the nimirimuiti within the range is accrued

al tees related to litigation are expensed as incurred Other than as described below we do not believe that the

ultinmmate olitcorlie of these niattem.e ither individually or in the aggregate could have material adverse effect on

our financial position or email trends in results of operations however litigation is subject to inherent

uncertainties Also under our leases tenants are typically obligated to indeninify us fioiii amid against all

liabilities costs arid expenses imposed upon or asserted against us as owner of the properties due to certain

rrianters relating to tire opeiatiorr of the properties hy the tenant and where appropriate due to certain matters

rilto the irership of the pmoperties prior to their acquisition by us

In s1a 2X breach of contract action was tiled against us in the riitetl States Iistrict ouit for tire Northern

istrmct of almforrnia San Jose livision alleging that one page document entitled lirial Proposal constituted

rotirid lease ot parcel of propeity located adacenit to our Santana Row proprty and gave the plaintiff the

pm req ti me that we acq ie the properly at price deterni ned mit accordance ii tm in md tided in the

lrnal lroposal the linal Proposal explicitly stated that it was subject to approval of the terms and

curdimionis if formimal agreenierit trial as to liability only was held in June 2Xr and jury rendered verdict

lLaiii5t us

on the Issue of damitages was ireld in ApmnI 2XX and the court issued tentative ruling in April 2X$

as ardirrg damages to the plaintiff of appmoxirnately 144 nrillion plus rnteiest Accordingly considering all the

initorinratiori as ailable to us when we frIed our March 31 2X9 Formrr IOQ our best estimate of damages interest

nil other costs sas S21.4 ritillion resulting in au increase in our accrual for this matter of 5216 niillioni In June

2X9 the court issued final judgment awarding damages of SI 5.9 million including interest plus costs of suit

arid in .Jul 2X9 we arid the plaintiff both filed notice of appeal with the tjnited States ourt of Appeals for the

Nrmnth irciiit In Iecentber 2X9 the plaintiff filed an appellees principal and response brief providing

idditronial iiiforrriitioni regarding the issues the plaintiff is appealing liven the additional mnfornntation regarding

mIne appeal we lowered our accrual to 516.4 million in tile fouith quarter 2009 which reflected our best estimate

of the litigatioii liahilit Oral amguntents on the appeal weie heard in Iecennhen 2010 final ruling irtr the

ppea as ssiied ri ebniar 2111 wit ich rejected hi ith appeals and consequently affi rmed the ft nal judgment

wainist us heiefome iii Iecemniher 2010 we adjusted our accrual to SI n2 muilliomi which neflects the armiount we

expect pa ii imt quamtem

lie net chiamrgc mi our accrual in and 2119 is inrcluded in litigation pmos isiomi mi our consolidated

statentienits of openatmomrs liie litigation accrual of 16.2 million and 164 million at lecenibem 31 and

.IH9 rispectns el is included in the accounts payable amid accrued expenses lute menu in our consolidated

balance sheets Iurimig 2111 and 219 we incurred additional legal and other costs related to this lawsuit and

appeal process which ane also included in the litigation pros msiotr line item mi the consolidated statentienits of

irperatmonis

We crc also ins ols id in lttmgatroni matter relatimig to shoppimig center in Ne Jersey where former tenant

alleged that we amid our iiiariagennemit agent acted niiipropenlv by failing to drsclose condemnation actron at the

pnpert that as penidming when the lease was signed trial as to liability onilv was concluded in April 2117

arid iii \1i 2115 ulgmtienit was entered that ruled in our favor omi certaimi legal issues and agamnrst us omi other

lcmal issues Inn eciniher 2115 we reached settlemitemit with the plaintiff of those inmatteis heme tire court ruled
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against us and determined that we were liable The total settlement amount was $3.3 iii ill ion including

million of the plaintiffs legal fees of which we paid 50 and the third party management agent paid 5W Our

share of the total estimated settlement is included in general and administrative expense in the stateillent of

operat it

We reserve for estimated ksse it any associated wit Ii warranties gi en to buyer at the inc real estate is sold

or other potential liabilities relating to that sale taking any insurance policies into account These warranties may

extend up to ten years and require significant judgment Ii changes in facts and circumstances indicate that

warranty reserves are understated we will accrue additional reserves at such time liability has been incurred

and the st can he reast Inahl estimated Warranty reserves are re leased once the legal liahi PC ri Id has

cx pi red or all related work has been substantially completed Any increases to wr est mated warranty losses

would usually result in decrease in net income

In 2X 15 and 2X 16 warranty reserves for condomi imium units sold at Santana Row were established to cover potential

costs fr materials labor and other items associated with warrantytype clai ins that may arise with in the tenyear

statutorily mandated latent construct ion defect warranty period In 2X 16 and 2t 17 we increased mr warranty

reserves by $2.5 mill ion and $5 million respectively net of taxes related to detective Irk done by bird party

contractors while upgrades were made to certain ii its being prepared for sale uri ng and we evaluated

the potent fly
affected on its and as of ece mber had substantially ci nupleted the inspect Ins and repairs

The extent of the damages encountered in the on its and the resu It ng costs to repair varied considerably amongst the

units As result we adjusted the warranty reserve at Iecemnher 31 2X to reflect the actual costs incurred related

to these issues which is approximately $2.4 miii II ion net of .5 million of taxes The change in the reserve $5.2

mill ion is included in iscontinued operations-gain on sale of real estate in 2t ue to the inherent

uncertainty related to the recovery
from insurance or the contractors these amounts did not reflect any potential

recoveries from insurance or the contractors responsible for the detective work

In 2K we entered into settlement agreement with the insurance provider and recovered approxiiiiately $0.9

million In 2111 we reached settlement with the contractors responsible for performing the defective work for

approximately SIt million The settlements are included in Iiscontinued operations..- gain on sale of real

estate in and 2011

We are sellinsured for general liability costs
Lii

to predetermimined retained amounts claim and we believe

that we maintain adequate accruals to L% our retained liability We currently do not maintain third party stol

loss insurance policies to cover liability costs in excess of predcierniined retained amounts Our accrual fr self

insurance Ii ability is deterni ned by nianageinent and is based on lai ins Ii led and an estimate of liii ins ncurred

hut not yet reported NI anage ment considers iitm inhe of factors inc tiding third party actuarial analysis and

future increases in costs of claims when making these determinations If our liability costs exceed these accruals

it will reduce our net incoiiie

At Iecemiiber 31 21 to and 2X our reserves for warramitics and general liability costs were S7.2 iiiillmoii amid

$K million respectively and are included in accounts payable and accrued expenses in our consolidated

balance sheets Any potential losses which exceed our estimates would result in decrease in our net income

lurmng 20It and 2X we made payilients froiii these reserves of $1.3 million and SI million respectively

Alt hi nig li we consider the reserve to be adequate lie re can he no assurance that lie ic se will pn ve to be

adequate overti me to cover losses due to the di ft erence between the assunipt ions used to est iniate the reserve

and act losses

At Ieceniher 31 2010 we had letters of credit outstanding of approxiiiiately $14.0 million which are collateral

for existing indebtedness and other obligations of the lrust

Under the terms of the Congressional Plata partnership agreement from and after January 9O an

unaffi iated third party has the right to require us and the two other minority part ners to purchase between
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Olic hilt it .111 iii its 2.47 interest in oiigiessiini.tl Plat at the interests thencurrent lait lihirket value Based

on tiatlaLeilients cuiient estiniate of laii inaiket value as ul lecember 31 21 ft our estiiiiated inaxiinnni

liahilit ti eeicise ol the put 0111011 would range
lii11 aPPix1n1atelY t44 iiiillioii to S5 illillRfl

nilet the it_mi ol one other ptitnership s.hicIi ossns protect iii southern alilornia it certain leisIIig and

es eiiue lesels tie obtained for the piupeitv 05 tied the pattiiersliip the other partner iiia Feqiltie Us it

piitt_hi.ise their 11 partnership interest at lorninla
price

based upon prupertv operating income Ihe puichase

prit_L
for the partnership interest will he paid using our coiniiiuii shares ui snhtect to ceitain conditions cash It

he it her part ncr dues ni it redeeiii their interest we flay clii lose to purchase the part nership interest upon the

sanie terms

nder the tel ins of arious oilier partnerslnp aeieetileilts the partners liase the right to eschaiige their operating

utiits lot t_ash or the saiiie nuiiiher of our cotiinuiii shares at our optioii As of leceiiiher 31 2010 total of

operatiiie tin its are outstanding which base total fair saliie of million based oti our closing stock

price oil ecenihei 2110

iiiastei lease for Mercer Mall includes used purchase price option for 55 million in 2023 If we tail to

eseit_ise our puichiase option the oss ncr of Mercer Mall has put option ss Inch ssould
require Us to pufthase

\lcicer Mall for nullion in 2025

itastei lease tor Mels lIe Mall includes fixed purchase prfte option iii 2121 br S5 million and the

.issiiiiiptioii
of the os tiers debt whtichi is S23 ittillion at leceiiiber 31 2010 II we tail to exercise our ptiichase

ipiioii the owiiei of Mels lIe Mall has put option which ssoult iequlte is iii ptiichase Melville Mall iii 2023 for

million 1111 the .isstnnptioii ot the owners debt

of leceiiiber 31 201 iii connection ss ith capital iillproveilient des eloptiient and iedevelopnient prt.lects the

iiist has t_oiitriicttial obligations of iipproxitnatclv S54.4 million

We ne ohlit..ited nuder gititnid lease agreements tin ses eral shtippnig centers icqinruig unnilitutir annual

li nient as tolloss as of eceiiiber 31 2110

in lIIlItI%ilflI%

Year ending eceinbcr

.467

2012 l.30i

2013 1.314

1303

2115 1253

hereafter

NOFI SHARIHOIiIRS FQLJIIY

We hiisc is ideiid Reins estillerit Plan the Plan ss lieieb sliaieliolders iria use their dis idends and optional

t_ash pa rrieiits to Iltinchlase
shares Iii 2011 2X and 20O 34411 sIiares50 shaies and 3343 shares

respectis el ss crc issued under the llan

As of eceiiiher 31 2111 2X and 2X we had shares of 5.4 Series uniulatis onvertible

Preferred Shares Series Preferred Shares outstanding that base liquidation ptefereiiie of S25 per share and
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value $0 per share The Series Prekrred Shares accrue dividends at rate of 5.41 per year and are

convertible at any
time by the holders to our common shares at conversion rate of $104.69 per

share The Series

Preferred Shares ale also convertible tinder certain circumstances at our election The holders of the Series

Preferred Shares have no voting rights

August 14 2X we issued 2.1 million common shares at $57.5 per share for cash proceeds of

approxiiiiately $11 million net of expenses
of the offering

Non 10 IIVIIWNIS

sullilnary of dividends declared and paid per share is as folkws

icar Ended lvernIwr 31

20t0 2009 2008

Ietiared Paid Ikvlared Paid Iedared Paid

onlillon shares $2.66 $2.65 $2620 .$2.61 $2.52 $2.4

5.417% Series uiiiulative nnvertible Preferred 1.354 $1354 $1354 $1354 $1354 $1354

stimlilary of he nconie tax stat us of dividends per share paid is as follows

Year Ended Ieembcr 31

2010 2009 2008

omtiion shares

Ordinary dividend SI $2377 $2455

Ordinary dividend eligible for 5/ rate 0.025 0.024 0.025

Return of capital
0.106 0.1

apital gain
0.026

_________

$2.65 $2610 $2.4

5.41 7Y Series uniulative onvertible Preferied

Ordinai dividend $1246 $1.34

rdinary dividend eligible for 5Y rate 0.013 0.095 0.013

apilal gain
__________

$1354 $1354 $1354

On November 2010 the irustees declared quarterly cash dividend of $0.67 per common share payable

January 2011 to comiiion shareholders of record on January 2011

NOTE 11 OIERATIN LEASES

At eceniber 31 2010 our predominantly retail shopping center and mixed use properties are located in 13

states and the strict if olu mbi lhere are approx niately 2.4 leases with tenants providing wide range of

retail products and services hese tenants range from sole proprietorships to national retailers no one tenant or

corporate group
of tenants acc nint for nune han .6/ of annual tied base rent

leases with 11111 ierc po ipert and ic IC lit tenants are cI assi fled as perat ng leases om merc al

property leases generally range fioiii three to ten years certain leases with anchor tenants may he longer and in

addition to iiiiniiiium rents usually provide hn percentage rents based on the tenants level of sales achieved and

isi reck ive ri the te na lit share it cc it in operating st .eases on apartments are generally period

of one year or less
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ece inher tin iii run in tutu re coin mere pn pert rentals fr nfl noncance lab Ic operating leases

bet oic an reserve for uncol lect hle amounts and assum ills 110 earl lease terminations at ru operat ing

properties are as follows

Year endi ni ecenrher

2011

.2012

2114

201S

llrcreit Icr

NOTE 12 1lONENTs OF RENTAl INCOME ANt

he principal components of rental income are as follows

$381 .012

21583

107.658

6.374

5525.528

In lii usaiid.i

73501

21.093

04.052

6.5

7.566

S5l2.725

5365.735

18.326

103.118

8.415

5461

S501.055

sirruriiitimir ellis mrcluIe $4.6 million $5.4 million and S5.8 million for 2010 289 and 288 respectively to

recognric illiIliiliLIiri rents Oil straightline basis In addition nrinirnunl rents include SI .6 million $1.7 million

rnd 52.2 nrillmori for 2010 28 and 288 respectively to recugni/e income from the amorti/ation of inplace

leases

he lrIrmLI1ml LOiii1rreiits Of ri.iittl
CXCll5C5 ate f0ll0Vs

42.692

8.594

14.641

.92

1.396

3.049

5071

4.791

7880

5111.034

38857

18.085

14.082

8.08

212

5.875

5.48

5.953

6831

109.463

377121

344.775

297.424

247311

212321

1116887

52.575.838

lear Inted Iccembtr 31

2010 29 2M
11i huuunI\

\limiiirrnrri remlts

Retail arid er rmirrrierc al

Resident al

st ret rrrhumseiiicrit

eice rim age merit

iher

otal rental rrlcorile

Ieiairs irrl rriai rrterrarice

trlmtmes

\1.inagcrrrent tees and costs

Pa roll

Itad debt
expense

Trinhrid merit

nstiiarrce

\1.irketurg

tlrem leIltI 115

tal rental cx ensis

car F.ndcd Ietenihtr 31

2010 2009 2MI4

In ltIJtISflrk

41.093

17.964

14342

7.781

1.472

4458

4.878

4.847

6.792

$108627
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N0TF l3 IISUONTINUFl OIE RATIONS

esults of IItleiiie solti ot helil foi sale \SllftIl illeel Leitaili ieILIiIenieilts LOiiStitLitC tliscOiltiilLiel OjeiatiOil5

aitil such the operatums of these liPLi1ies are classified as discoiitiiiued 0leIiItiOIi for all petids jieseilted

.tiI1iTiiar\ of the fiiiiiiicial iiitoriiiaiioii for the discoiitiilLleI operati0ii is as follows

eaIr lndtd Icctinhcr 31

2010 2009 200S

In thnu%ands

Revenue from discontinued operations
5æ 572K 53.637

.s iILOili fioiii discontinued leratRi15
2KW 51 o5 51.965

In Septeiiiber 200K we applied for iefund of taxes paid to the state of alifoinia related to our IRS activities

piiinarilv the condoniiniuiii units sold in 2005 and 2006 at Santana Row the refund related to the condoiiiinium

units of 1.1 million is included in Iiscontinued operations gain on sale of teal estate in 200K

NoIF 14 SIIARFo\1lF PLANS

sulilillar of sharebased coiiipeiisatioii expense
included in net incotile is as llos

Yvar Indvd tceiiihtr 31

2010 2009 2008

Iii tIlIiiIIIIS

Sharebased conipensat ion incurred

COiluiliOll shilLS S232 5.7 .442

jrants of 01tiOll
1255 .42 .336

6457 7.139 7775

apitaliied shamebased coiiupeiisatioiu
745 45

Share-based coiiipensaiion expeiised
55.742 56.194 S6.57

As of Iecenuber 31 20W we have grants outstanding under three sharebased compensation plamus In May

20 our shareholders approved the 20 Performance Incentive Plan as anucnded the 11 Plan which

authori ed the grant of share opt ion.c ommon shares and other sharebased awards for up to 2.45005 common

shares of beneficial interest Our 251 long Ieriiu Incentive llan the 2001 Plan which expired in May 2010

authori ied the giant of share 011 ions corn mon shares and other shame based awards of .25 common shares

of beneficial interest Our 1993 Long term Incentive Plan tile l93 Plan winch expired in May 2003

aut hoiiied the giant of share opt ions 0111 mOn shares and ut her sharebased awards or up to .5 common

shares of beneficial interest

lution ass aids under all three plans are required to have au exeicise price at least equal to the closiiig trading

price of our coninum shares on the date of grant Options and restricted share awarls under these platis generally

vest over three to six years and option ass aids picallv have tenyear contractual teriii We pay dividends oil

unvested shares ertaiil optioius and share awards pros ide for accelerated estitig if there is cliaiuge iii control

Additionally the vesting on certain option and share assards can accelerate in pait or in full upon ietireiuent

based oh the age of the retiree or upon teriuuination ss ithout cause

As resuili of the exercise of options we had notes outstanding froiiu our officers and eiiilllo\ees for 50.5 million

at leceriuher 31 2007 the tuotes were full tepaid during 2005 Option awards made in 2001 and later do not

pn ide for eiiiplovees to be able to exercise ilueir optioiis with loan froiii the Iruist

In Ocloher 2010 ionald Wood our hief Lxecutive Officer was granted 60931 shares If restricted stock

valued at approxinuatelv S5.00t.tX0 which will scsi on October 12 2015 Additionally Mr Woods annual base
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pay was increased from $7XXX to $850000 per year effective November 2010 his target bonus was

increased from lX% of his base salary to 150% of his base salary beginning with his 2010 bonus and his target

amount for potential equity to be issued in February 2011 under our 2010 Plan was increased from $2.0 million

to $4.0 million

The fair value of each option award is estimated on the date of grant using the Black-Scholes model Expected

volatilities term dividend yields employee exercises and estimated forfeitures are primarily based on historical

data The risk-free interest rate is based on the U.S Treasury yield curve in effect at the time of grant The fair

value of each share award is determined based on the closing trading price of our common shares on the grant

date

The following table provides summary of the weighted-average assumption used to value options

Volatility

Expected dividend yield

Expected term in years

Risk free interest rate

The following table provides summary of option activity for 2010

The weighted-average grant-date fair value of options granted during 2010 2X9 and 2X8 was $11 .77 per share

$7.62 per
share and $10.46 per share respectively The total cash received from options exercised during 2010

2009 and 2008 was $4.2 million $2.9 million and $8.0 million respectively The total intrinsic value of options

exercised during the year ended December 3120102009 and 2008 was $4.2 million $4.6 million and $9.3

million respectively

The following table provides summary of restricted share activity for 2010

Shares

Unvested at December 31 2X9 2X254

Granted
135.833

Vested
64799

Forfeited
495

Unvested at December 31 2010 270793

Weighted-Average
Crant.Date Fair

Value

$65.81

73.51

72.41

89.06

$68.07

Year Ended December 31

2010 2001 2007

28.6% 2l.4c

4.0% 3.Wf 3.6%

4.3 4.9 5.4

1.9% 1.6% 2.7%

Shares

Under

Option

Weighted- Weighted-

Average Average Aggregate

Exercise Remaining IntrInsic

Price Contractual Term Value

In years In thousands

Outstanding at December 31 2X9 873367 $59.35

Granted 717 66.22

Exercised 107493 38.77

Forfeited or expired
9167 75.19

Outstanding at December 31 2010 757.424 $62.09

Exercisable at December 31 2010 194565 $63.80

6.3

5.3

$12740

6067
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ihe weightedaverage grantdate fair value of stock awarded in 2010 2009 and 2M was $73.5 $45.77 and

$72.9 respectively lhe total vesting-date fair value of shares vested during the year ended 1ecemher 31 2010

2X9 and 2X was $4.3 million $4.ô million and $5.9 million respectively

As of lecemher 31 2010 there was 5141 million of total unrecogniied corilpensation cost related to unvested

sharebased corilpensat ion arrangements i.e opt ions and tin vested shares granted rider on plans lh is cost is

expected to be recognried over the next 4.9 years with weighted-average period of years

Subsequent to lecemher 31 2010 conimon shares were awarded under various coriipensatmon plans as follows

Iaie estiiIg Irn Ikicl1tiur

lebrtiir 2011 Restricted shares to years fficers and key employees

January 72 Shares Immediate lrusiees

NoTI IS SAVIN ANI RFIlKlN1lNl PLANS

We have savings and retireriient llan in accordance with the provisions of Section 401k if the ode
jenerally eriiployees can elect at their discretion to contribute portion of their compensatIon iii

to

niaximuni of $16500 l6.50 and SI 5.5X for 2111 2X9 and 200g respectively the plan we contribute

50/ of each eniiployees elective deferrals up to 5/ of eligible earnings In adIrtion we may make discretionary

contributions within the liniits of deductibility set forth by the ode Our employees are immediately eligible to

become plan participants liiiployees are eligible to receive iiiatchinig contributions iniimnediately on their

participation however these matching payments will not vest until their first anniversary of employment Our

expense for the years ended ecemnber 31 2110 2009 and 2X Was approximately $596000 52X2X and

$397000 respectively

non qualified deferred coruperisat ion lIari for our off icers and certai ii other employees was established ri 994

that allows the part iciparits to defer portion if their iriconie As of Ieceriiber 31 2010 and 2X9 we are liable

to participants for approximately $5.7 niiillioni arid S4 riiilliori respectively under this plan Although this is an

unfunded plan we have purchased certain irivestriierits to match this obligation Our obligation under this plan

and lie re ated iii vest ne are Ii nc tided iii lie acc uii pa ii
rig

Ii na nc ia state ie ri

NoFF 16 Pk SIIARF

In uric the SR issued new account
rig

standail wh ichi
requires nit vested share based

pay riient awards

that contain non forfeitable rights to receive divRterids whether paid or unpaid to be ireatcd as participating

securities arid should be included iii the conilputation of FPS pursuant to the twoclass niiethod As part of our

stock based coniipcnisatiori we issue restricted shares which typically sest over three to six ear period

these shares have nonforfeitable rights to dividends irririiediately after issuance

1IS is calculated under the twoclass nrietliod for all periods presented llie twoclass riiethod is an earnings

allocation niiethodology whereby IS for each class of coinniiini stock arid participating securities is calculated

acci rd
rig

div iderids declared arid part ci pat iii rights in uridi st ri buted earn iigs or 2119 arid 17 we

had
approx

ritatel 1.2 ru ill ion weighted average un vested shares outstand
rig

which are cons ilered part ic ipat rig

securities herefore we have allocated our earnings for basic and diluted PS between coiriiiion shares arid

un vested shares the port ion of earn ngs allocated to lie ii vested shares is reflected as earni rigs allocated to

un vested shares ni lie neconici iat ion below

lii the dilutive lIS calculation dilutive stock options were calculated using the treasury stock iiiethod consistent

with prior periods Approxiniately 0.2 niilliori 0.6 million arid 1.4 nnillioii stock options have been excluded iii
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2Ht and 2X respectively ts they were antidilutive The conversions ot downREll operating

partnership units and Series Preferred Shares are antidilutive for all periods presented and accordingly have

bee ii sc uded rt iu tie weighted average common shares used to coiltpLite di kited PS

he toIl\s
iiig

table provides reconciliation of the nuinelator and denominator ot the basic and diluted EPS

S127.107

541

5.447

572

20.547

72
41

5121.677

142

61.324

1.97

0.11

l.9

1.96

0.0

Do

1.98

5121.660

$102379

541
5.568

510

95.760

.493

97253

126

5983

1.60

0.03

.60

0.03

1.63

96811

$120616

541
5.366

506

114203

14.537

$1 28.74

224

58.889

1.94

0.25

1.94

0.25

2.19

$115250

itar Ended Ieccmhvr 31

2010 2M9 2tK

In thousands except per share data

Ml.RVl

litconie lioiii continuiiig operations

re erred share dividends

ess Net iiicoiiie attributable to noncontrolling interests

ess lariiiiigs allocated to tinvested shaics

lticoiiie toni cotittilullig operailoils available or common shareholders

Results from discontnnied operatioits

aiim oil sale of real esiate

Net iiicoiiie available for common shareholders basic and diluted

IN MINAIUR

Weighted terage coiimiiIoii stiues outstanding basic

It feet of dilutis securities

Stock options

We ghied average nit mon shares outstanding- Ii uted

l\RNINGS P1k O.MMON SHARI BASI

ollimmitlimig operations

iscomitinued OllrittlOiis

aiti ott ale of real estate

.\RNINGS PlR MMON SHARI IIl.LJIFl

iltifltIItiii operation

iscomitniued operatioits

ott sale of real estate

lilLoille limit coiliiiiuiiig operations attributable to the lrust

61182 59704 58.665

1.63 2.19
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NOTE 17 SELECTEI QUARTERLY FINANCIAL DATA UNAUDITED

Sn to ma ri ied Li arterl fin anc dat is as fol Ii

rt Second Ihird Foti rth

Quarter Quarter Quarter Quarter

In thousands except Ixr shari data

2010

Revenue 38.324 SI 33.68 33.l $138748

perating Inconie 58982 56116 56164 59212

Net iiicotiie 3ft554 32368 531.010 05

Net income attributable to the Trust2 29.22 531.114 2964 32816

Net iticotile available tot coiiiiuon shareholders2 29085 30979 29504 32681

hatnings CI cotiltuon share basic 0.47 ftS 0.48 0.53

I.arnings cotfltnoti share tliluted2 0.47 t15 0.48 0.53

First Second Ihird Fourth

Quarter Quarter Quarter Quarter

In thousands except fxr share latH

28

Revenue 5131.031 $130225 5130.841 5138.421

Operating Incume2 34279 55423 57.577 63.304

Net inconie2 1873 29794 2839 33366

Net income attributable to the Trust 0.484 28417 27.433 31 97
Net incotile available for cotiiiiion shareholders2 10.349 28.282 27297 31.835

larnings per common share basic 17 048 0.45 0.52

Farnings common share diluted2 17 .5 0.48 0.45 0.52

Revenue has been reduced to iellect the results of discontinued operations Revenue from discontinued

operations by quitrter is sunimarited as follows

First SetIIIl Ihird Fourth

Quarter Quarter Quarter Quarter

In thousands

2010 revenue from discontinued operations 5146 $146 $151 $213

2009 revenue from discontinued operations 5169 $215 $152 5192

Iirst quarter and fourth quarter 2X9 and fourth quarter
2010 amounts include adjustments to the accrual for

lit igat in regarding parcel if and icated adjacent Santana Ri See Note ir fu ii her disco ssi in of

the matter

NOTF SLJIISF ENI

On January 19 2011 we acquired the fee interest in lower Shops located in Iavie Fknida tot net purchase

price of approximately 566 nii II ion which tic ludes the assumption
of mortgage loan of approximately 54

million Ihe mortgage loan hears interest at 652% is interest only until July at which time it converts to

year an nt i/at on sched Ic and mat tires in Lily
The loan is pre payable fter Jo tie 20 and we expect

to repay
the Ii ati do ring 20 which will inc title prepay merit pre iii Li iN in the outstanding ia ii hal ance

the property contains appr IX mate 37208 square feet of gloss leasable area and is shadow anchored by

Home epot and ostco ftc purchase price allocation will he final ied after certai ti vat oat ion studies are

nii p1 etc
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SCHFItJlk III

StU%l1ARY OF RIAI ANt ACtI\IULATEI

lw1RICIATIONCoNTINIJEI

three ears Ended tecernher 31 2019

Reconciliation of Total Cost

In thousands

htI.tnce .cmhcr 2007 45247

.\ddition IlIIflL

Iun 12 2M2

nlpI\ eincrit 144 92

Ied1lLIlT1 Ittilug period lIsposItloll an1 iCtileilietits Ut IpeIt 4.0I

Ril.irice e.etriher 2X8 .æ73.685

.\dditunis during period

.\IurItroIis 34.48.S

IiiljTO\ itih 93.304

Ieductioii hiring period dispositum tnl retirements ot property 42.240

ItI.irrce eceniher 2009 L759.234

.\ddrtnrus during peril

.\cqtiisiIiorr 34.855

onsolidatron of \ll 18311

rripro ernerits 97.1 29

eductiou during period disposition and retirements it property 13.587

RiIauce ecerriher 2110 $3895942

For Federal tax P1trPC5 the aggregate cost isis is approximately S3.4 billion as ol leceniher 31 2010

I38



FEIERAI RFAI IY INVESIMENl IRUSf

sclIF III

StINIMARY OF REAl ESTATE ANI ACCUMUlATE
lwIRECI ATI NCNIINUEI

lhree ears Ended leceniber 31 2010

Reconciliation of Accumulated

Iepreciation and Amortiatmn

In thousands

Ralance leceniber 31 2007 756.703

Additions luring period depreciation and amorti/ation eXpense 101321

educt ions duil ug period Ii 5O5 ion and ret renients of property 11766

Balance leceniher 31 2X 46.25

Add iuiis during period depreciation and amort i/at ion cx pense
03 69

educt ils liii
tig peliOI ispOsit 11111 and ret retlieni of property lI.69

Balance ecemher 2009 93.07

AdditRnls during period depreciation and aniorti/ation expense l0.26I

Ieductions during period disposition and retirements of property 11.144

Balance Ieceiubcr 31 2010 1035.204

F-3



FFDF RE ALlY INvF TRUST

SCHEDULE IV

MoRi IAANS ON REAL ESIATE

Year Ended lecemher 31 201

Iollars in thousands

oliiniii olunru It oluun olumn olumi oluinu oluinu olunu II

lrlitipaI

Atnount

Of 111%

Stibjeti It

arr lug delinquent

lteriodit la ilietri Prior Fitet mount mount lrintipal

lkstripliomi ol lieu Interest Kati %Iaturit late lrns liens of lortgages ul \lortgagest or Interest

Mortgae on or I0 Ma 22 Interest only 520.113 S2.1132
rirtI huIIdinLs ri based on iiionthlv

llii Iddellfita l\ tinting of balloon

pIus U\ iliclit due

pair ici 1U IOn at nitaturity

Mortgtge oil retail Ift plus May 2021 Interest onl .25
htii lliiiti iii Iaitilila.tiOnl iiiOritIiI

Phi IaIellIll.l I\ balkion

payillenit cliii

at i1itttIrit\

Si.oind 5ltiti1n i\ugtist Prnicijal and 31LXX4 53 II .5 IS

Ititel
nt

ililerest bal loom

.ini It sc payment due

tt unaturity

lontetee on eceiinber Interest only

1raur.unt iii 2114 monthly

Rocks tile MI through

Jaituiai 31

2011 balloon

mmiemit tie

at iiiaturntv

530XX 545025161 544.51 3o

Ion lederal ras purposes the aggregate tax basis is approximntatei 4S nninllioin as of ecemmnber 2010

21 liii nnnoitgilge tsailable for
up lii 525.1 ritillnomi

hi note as aiitenided on August 2006 lIne airienided nitite decreased the nnteiest front to

aitmnunit arid requires tinonthl paynmnents of principal and interest based on 5-sear ninomti/ation schedule

We do nor mold the first riiortgige loan on this property Accordingly the amnnount of the prior lien at

ecemnnber 21 is estnmnrted

Rei.irnrnni1i iehniiii 2111 the note requires nionthl pa ilienits of pinncipal and interest hued on

sear aritortl/atrtnnn schedule Ihe borrower has one three-year exlenisnnn option with an interest late of

12 ss hnch increases in each subsequent year of the extension lenin

In Maichn 201 we acquired the first iironrgage loan on shopping center located inn Norwalk

ontinectreur line first mortgage loan hears Interest at 7.254 matures on September 2032 and as of

ecennnber 10 had an outstanding contractual principal balance of SI 1.3 mullion Since November

2005 se has held the second mortgage on this shopping center and first niortgage on ant adjacent

cotnnniiercnal hiinlclimug which had an outstanding balance of 57.4 million at lecernher 31 2010 All of these

loans are ctimrentI inn default and tomeclosume proceediiugs have been filed As inioie fiill described in Note

to the onsitlrdaled Financial Stateriuenute Ifective March 30 2010 we have deteimnuined sse are the pnilliary

heniefnciar of this VII and consolidated the shopping center and adjacent building as tnt March 30 2011

lineretore our irnsestnuennt iii the property of approxrnnatelv 515 million is included in real estate in the

conisoliclateul balance sheer as of lecennber 31 2111

I-4



FEIERAI REAlTY INVESTMENT TRUST

SCHEDLJLF IV

MORT LOANS ON REAL ES1ATECoNTINUF

Three Years Ended December 31 2010

Reconciliation of Carrying Amount

In thousands

Balance eceniber 31 2007 40638

Additions during period

Issuance of loans 5612

.oan lee 219

educt ins during period

ollection and satisfaction of loans 719
rt Iiat itt iii di 5C ni nt/I oa tee 468

Balance leceinber 31 2008 4578
Additions during period

Issuance of ian 2.759

Loan fee IS
Icductions during period

ollection and satisfaction of loans 728
Aiuortiation of discount /loan tee 540

Balance Ieceniher 31 289 48336

Additions during period

Issuance of loans 14787

Deductions during period

ollection and satisfaction ot loans 464
Amortilation of discount 465

onsolidation of VIF 18311

Balance ecember 2010 44813

I4
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INIHX

I.tIitit

e.triptiun

ec lirit ion of Trust of Federal Realty Investment mist dated May 999 as attiended by the

Articles of Aniendinent of Ieclaratioii trust of Federal Realty Investment Trust dated May
2004 as corrected by the ertificate of orrectioii of Articles of Amcndnient of Ieclaiation of trust

of Federal Realty tnvesttiient Irust dated June 17 2004 as amended by the Articles of Amendment of

Ieclaration ofIrust of lederal Realty Investment trust dated May 200t pievioiisly filed as

Fxhibit 3.1 to the trusts Registration Stateiiieiit on form 53 tile No 333- 160009 and incorporated

herein by rekrence

3.2 Ainetided and Restated Bylaws of Federal Realty Investiiient Irust dated February 12 2X3 as

amended october 29 2003 May 2004 February 17 2006 and May 2009 previously filed as

Fxlitbit 3.2 to the trusts Regtstration Statement on form S3 tile No 333 l60X9 and incorporated

herein by reference

4.1 Specimen ommon Share certificate previously filed as Fxhibit 4i to the Irusts Annual Report on

turin toK for the year ended Ieceniber 31 1999 File No 07533 and incorporated herein

reference

4.2 Articles Supplementary relating to the 5.41 Series utnulative onvertible Preferred Shares of

Beneficial Interest prevtously filed as Exhibit 4.1 to the trusts urrent Report on form tiled on

March 2007 Ftle No -17533 and incorporated herein by reference

4.3 Attic tided and Restated Ri
gli Agree ii te itt dated March 999 bet wee tithe rust and Attic rica it

Stock Transfer trust onipany previously filed as Exhibit to the Irusts Registration Statement

on turin sA/A filed ott March II 1999 tile No I07533 and incorporated herein by ieference

4.4 First Aiiieiidmiieiit to Aiiieiided and Restated Rights Agreement dated as of Noveniber 2003 between

the trust and American Stock transfer trust oiiipany previously filed as Exhibit 4.5 to the

lrusts Annual Report on loriti IllK for the year ended teceniber 31 2003 File No l07533 and

incorporated herei ii by reference

4.5 Sect md Amend inetit ii it te tided and Restated Rig lit Agree mite itt dated as of Marc li 2t

between the trust and Aitierican Stock transfer trust omupaity previously bled as Exhibit 4.3 to

the trusts current Report on torm File No Xl 07533 and incorporated herein by iefereiice

4.6 Indenture dated eceniber 1993 related to the Irusts 7.4 lebentures due Atigust IS 2026 and

Mediuiii leriii Notes due August 2027 previously tiled as Fxttibit 4a to the trusts

Registration Statement on Form S3 File No 3351029 and amended on Form S3
Ic No 33 6367 ti led ott eceinher 993 and incorporated herd it by reference

4.7 Indenture dated September I99 related to the trusts 75% Notes due leceiiiber 2009 I/%

Notes due November IS 2007 450 Notes due 2011 5.65A Notes due 2116 6.X Notes due

2012 6.20 Notes due 2017 5.4tY Notes due 2013 and 5.95 Notes due 2014 previously Ii led as

Exhibit 4a to the trusts Registration Statement on ioiiii S3 tile No 333636191 tiled on

Sept iii ber 99 and net mrp rated tie ic iii by ic tere nec

4.5 Pursuant to Regulatioii SK Iteni mtlb4itt the trust by this
filiiig agrees upon request to furnish

to the Securities aiid Esctiaiige oiiiiiiissioii copy of oitiei imisirliiiieiiis detmiiiiig the rights of holders

of bugmenu debt of the lruist

10.1 Aniended and Restated 1993 .onglertii Incetitive Plan as amended ott October 997 and tuitlier

aitiended on May 995 previously filed as Exhibit 10.26 to the Irusts Aiiiiual Report on

toriti 0K for the year endet teceniber 31 995 tile No 17533 and incorporated herein by

reference



FxiIiBIi INIFX

hibit

csriptiori

II hunt of Severance Agreement between the trust and Certain of its Officers dated Iecemnhem 1994

previously tiled as portion
of Fxhihit 10 to the Frusts Annual Report on Form 10K for the year

ended ecemnbcr 1994 File No -07533 and incorporated herein by reference

Severance Agreement between the irust and Ionald Wood dated February 22 1999 previously

tiled as portion of Fxhihit 11 to the Trusts Quarterly Report on Iorni l0Q for the quarter ended

March 999 File No 17533 the 999 Form 0Q and incorporated herein by reference

I..ecitl\ Agreement between Federal Realty Investmiient Inist and onald Wood dated

Febniir 22 1999 Previously filed as portion of Fxhibit It to the I99 loriti I0Q and

net rp trat ed herein by re fere nec

Aiiiendment to Fxecutive Agreement between Federal Realty Investment Irust and

otiald Wood daied February 2105 previously filed as It 12 io the Inists Annual

Report on Form 10-K fr the year ended Ieceniher 31 2004 File No 107533 the 2104

loon II and incorporated herein by reference

Split Dollar .ife Insurance Agreement dated Augusi 12 99 between ihe Frost and

Donald Wood previously filed as portion of Fxhihit It to the trusts Annual Report oil

lorni 10-K ttr the ear ended leceniber 31 2011 File No 07533 and incorporated herein by

ret erence

Se erance Agreement between the Trust and Jeffrey Berkes dated March 2001 previously

tiled as portion of lxilihit 10 to the Irusts Annual Report on Form ltK for the year ended

Ieceiiiher 31 2101 File No 107533 and incorporated herein by reference

Amendment to Severance Agreement between Federal Realty Investment Irust and Jeffrey

Berkes dated February 16 2105 previously filed as Fxhihit 10.17 to tile 2004 Form 10K and

net rp rtt ed here in reference

2X .ong-Ieriii Incentive Plan previously filed as Fxhibit 99.1 to the trusts Registration

Nuiiiher 360364 filed on May 2101 and incorporated herein by ref erence

It II e.t It Ii ve rage ont inuat in Agreement bet wee ii Fede al Realty In vest tent trust and ma Id

Wood daied February 2105 previously filed as F.xhihit 10.26 to the 2004 Foriti 10K and

tic irp irated here in by reference

Scs erance Agreement between the trust and Dawn Becker dated April 19 2011 previously

tiled as Ixilihit 10.26 to tile trusts 2115 2Q Form IUQ and incorporated herein by reference

II ii ie iid ii ie mit ii Severance Ag tee Illell bet wee Il tile lrust and aw ii Becker dated ehru ary

2105 previously filed as Fxllihit 10.27 to the 2104 Form 11K and incorporated herein by reference

Form of Restricted Share Award Agreement for awards made under the Irusts 2113 I.ongIermn

Incentie Award Program for shares issued out of 2101 I.ongIerni Incentive Ilan previously filed its

Fxhihit 10.25 to ihe 2114 Forth 10K and incorporated herein by reference

14 loon of Restricted Share Award Agreemiieni for awards made under tile trusts Alimlual Incentive

Bonus Program for shares issued out of 2101 .onglerm lmlcemltive Plan previously tiled its

i\lIilit 10.29 to the 2114 Form 11K and incorporated herein by reference

II Itirtii of ption Award Agreenieni lor optiotis awarded under 251 1.omlgIerni ImlcentIve Ilan

previously filed its Fxhihit I0.3 to tile 2114 Form 10K and incorporated Ilerein by reference



FXHIBJ1 INIFX

I.hibit

No escriptiini

Form of ption Award Agreement for awards made under the Irust .ongIeriir Incentive

ward Program for shares issued out of the 11 .ongierm Incentive Plan previously filed as

Lxhihit 10.32 to the 2005 Form 10K and incorporated herein by reference

red it Ag rue me mit dated as of July by and between the Trust Wac hov api ta Markets

1.1 Wachovia Hank National Association and various other financial institutions previously filed

as Fxhihit l0.2 to the trusts Quarterly Report on Form l0Q for the quarter
ended March 31 2010

lile No 107533 and incorporated
herein by reference

10.1 Anrerided and Restated 2X longturin Incentive Plan previously tiled as Ixhibit 10.34 to tire

trusts Quarterly Report on Form lOQ for the quarter ended June 30 200 File No 107533 and

incorporated herein by reference

10 hange in ontrol Agreement between the Trust and Andrew 13kcher dated february 2007

previously filed as Fxhihit 10.27 to the trusts Quarterly Report on Form 10Q for the quarter ended

September 30 2XX File No 107533 and incorporated herein by reference

10 nrendment to Severance Agree nient between the trust and omiald Wi od dated January

previously filed as Fxhihit 10.26 to the Trusts Annual Repori on form toK for the year ended

ecemnber 2XX File No 107533 tire 2X Form t-K and incorporated herein by reference

Seer nd inc nd merit to xec ut ye Agree nient between the Trust and 14 nra 11 dated

January 2009 previously filed as Fxhihit 10.27 to the Trusts 2X8 Form toK and incorporated

herein by reference

.22 mend inc to lea Rh overige ont in at in Agree nrc nt between the trust and on 11 Win

dated January 20 previously filed as Fxhihit Ift2X to the trusts 2XX Form luK and

tici irporated here in by re femence

10.23 Second Amendment to Severance Agreement between the trust and Jef frey I3erkes dated

January 2Xt previously filed as Fxhihit 10.29 to the Frusts 2X Form 10K and incorporated

herein by reference

.24 Sect nd inc mid nrent to Severance Agree nrc mit bet wee ii the rust mid aw ii 13cc ke dated

January 2Xt previously filed as Fxhibit l0.3 to the Irusts 200X Forum toK and incorporated

herein by reference

25 mend inent to hange in ontrol Agreement between the trust and Andrew 13 Ii clier dated

January 200k previously filed as Fxhihit 10.31 to the Frusts 2XX Forum 10K and incorporated

he mcmii by ret

10.26 Amendment to Stock Option Agreements between the tnist and Andrew t3locher dated

lebnmary 17 2009 preiously filed as Ixlribit 032 tu the trusts 2X Iormmi IDK amid mrrcorptirated

herein by reference

.27 Restricted Share Award Agreermient between tire trust amid Andrew t3locher dated Febniar 17

2Xt previouslv tiled as Fxhibit 10.33 to the trusts 2X toriri 10K and incorporated herein by

reteremice

l02 otmibined Incentive and NonQualified Sto4.k Option Agreement between the trust and Andrew

I3foclrer dated Februar 17 2Xt previously filed as Oxiribit 034 to the trusts 200X Forum IDK

and incorporated herein by reterence

10.29 Severance Agreement between the trust and Andrew l3locher dated Iehruary 2X9

previously filed as Exhibit 10.35 to the trusts 2O0 Form 10K amid incorporated herein by

reference



FxHIHII JNIx

sliilii

Itsriptiiii

ridtt \ii eitiettt dated as of Nlav 2009 1w atid ituotit the lrust VV chovia Capital Markets II

lN apttiI 1aiktts 1.1 achovia t3itik National Association PN Bank NtiiiaI Association

.itid triolis other tinancial institutions previously filed as khihit 10.36 to the hiists Quaiteil

Report oii toitit l0 101 the aitei ended Maicii 31 201 tile No 07533 and inciporated

lieiei ii rett.rence

2011 Pertortitatiec hticentie Plait pieviouslv tiled as Appetidix to the hitists leIinitive Pro
Slit iiteiit tot the 20l Atitiual Meetitig ot Shari iolders File No 01 175331 and inioiporated hereiti

Ii tit IIeTiie

\itieiuliiieitt to 201 Perfoiiiiance lnceniise Plait the 2011 Plait pies iously filed as i\ppeiidix

to the liiists Pto Stipplettietit br the 20l Atittual Meetitig of Shareholders hue No UI 07533

utd tiiOtp itited heiet ii by teference

Restricted Share Awatd i\greeiiieut between the trust and Donald Wood dated October 12 211

tes otisl tiled as Fshtbit 10.36 to the Itiists Quatteriv Report on loriii lUQ for the quarter etided

Septeiiihei 2W File No 0107533 and iIicoIJotated herein by ref elence

loon of Restricted Shaie Award Agieettietit tor awards ttiade under the Frosts .otigleriii Incentive

\s aid Program and the Frosts Annual Incentive Bonus lrogratn and basic awards with annual

estitig tor shares issued out of the 211 Plan filed herewith

lorti of Ristrictet Shaie Assard Agieettietit lot- long term vesting and retention awards made under

the Inist .ong-lernt Incentive Award Prograni for shares issued out of the 2011 Plan filed

heress tb

II lortti ob Restricted Shaie Assitrif Agreettient for fiont loaded awards iiiade under Ote trusts .oiig

ertti Incetitis Ass aid Progratti for shates tssued out of the 2010 llan filed herewith

17 lortti ot Pertortttaiice Shate Award Agieettient for awards itiade under the Irusts otiglertii

lticeutisc .\ssard lrogtattt for shates issued out of the 2111 Plan ttled herewith

15 lortu ot ption Award Agreement for awards made under the lrusts longterm Incentive Award

Proci tin or shates issued out ot the 211 Ilati It led hieress ith

in tortii ot ption Assard Agteeiiieut br trout loaded awards niade under the trusts onglerni

Iticetitise \ss aid Pioeiaiti toi shares issued out ot the 2011 Plait filed tieiewtthi

41 loi in ot ptioit Ass aRt Agteeiiietit br basic options awarded out ot the 201 Plait filed lieiewithi

II 41 loriti of Restricted Shaie Award Agteenietit fated as of February 10 201 between the Frost and

each ot tss Becker Jellrev Berkes aiid Andrew l3locher tiled herewith

Subsidiaries of Federal Realty Investitient tiiist filed herewith

oiisciit ot raiit thornton 11 tiled hetewith

Poss er ot Aitottie included tn sigilattiie page



ixiiiiii INDEX

Exhtbft

No lhscription

31.1 Rule 3a 14a ertification of hief hxecutive Officer filed herewith

.2 Rule 3a- 14a Certification of hief Financial fticer filed herewith

32.1 Section 35 Certification of hid Fxecutive Officer tiled herewith

32.2 Section 35 ertification of hid linancial Officer filed herewith

101 Ihe following materials flow Federal Realty lnvestnient Irusts Annual Report on Form luK for the

year ended leceniher 31 2010 finiiiaited in XI3RI Fxtensihle Rusiness Reporting language

the onsolidated Balance Sheets the onsolidated Statements of perations the onsolidated

Statement of Shareholders Fquity the onsolidated Statements of ash Flows and Notes to

onsolidated Financial Statements tagged as blocks of text

Management contract or compensatory plan required to he filed as an exhibit ptirstiant to lteiii 5h of

Form lu-K
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31.1

lRTlIlAIION

oriald cettils that

liae ievievel this annual report in turin UtK 11 Federal Realty Iriesttiierit Irusi

HasecI on mv knowledge this report
does not contain anY untnie stateilient of riiat iial fact or orriit to

state iiiateriil fact irecessary to riiake the st teirrerits iiiade in light of the ciicuiiistances uilikr 55 liiLh

such statements were made not niisleading with respect to the period covered by this report

Rased on my knowledge the financial staterlients and other hnancial inlorniatmon included in this

report fairly present in all material respects the financial condition results of operations and cash

flows of the registrant as of arid for the periods presented iii this report

Ihe registrants other certifying officer and are responsible for establishing and riiaintariiing

disclosure controls and procedures as defined in hxchange Act Rules 3a 15e and Sd I5e and

internal control over linaiicial ieportiiig as fefmiiel in Fxcliaiige Act Rules 3a 15f and Sd- 151 for

tire regist alit arid has

designed such disclosure controls iiid prcel1iies or caused such disclosure controls and

pioceduies to be designed under Hit supervision to ensure that material rriforniatioii relating to

the registrant including its consolidated subsidiaries is made known to us by others within those

eriiitks particularly during the period iii which this report is being prepared

designed such internal control over financial reporting or caused such internal control user

financial reporting to be designed under our supervision to proside reasonable assurance

regarding ihe reliability of financial reporting and the preparation of financial statenierits for

external purp ises in accordance wit Ii ge iieral lv accepted account
rig pu tic pIes

evaluated the effectivetiess of the registrants disclosure controls and procedures and presetrted in

this report our conclusions about the effectiveness of tire disclosure controls arid procedures as of

he rid lie peri ivered by this rep irt based ni sue Ii sal ii at on rid

disclosed in this report any change in the registrants internal control over financial reporting that

occurred during the registrants most recent fiscal quarter the registrants fourth fiscal quarter in

the case of an annual report that has materially affected or is reasonably likely to niateriallv

affect the registrants iriiernal control user financial reporting and

Ilie registrants other certifying officer and have disclosed based on our triost recent evaluation of

internal control over financial reporting to the registrants auditors and the audir comnriiittee if the

registrants board if trustees or persons perforriririg the equivalent fiitictions

all significant deficiencies and triatetial weaknesses iii the design or operation of internal control

over financial reporting which are reasonably likely to adversely affect the registrants ability to

record process snrriiiiarile arid report financial iiiforriiaiioir and

any fraud whether or riot iriaterial that involves rtianagerirerit or other etniplovees who hase

sigtiificarit role in the registrants iirternial control over financial reporting

Is orrald \koo.l

Iebriar\ IS II NAMF Ioirald Wood

1111 President hief hxecutise Officer arid Irustee

Principal Fxecutive Off icer



Fxhihit 31.2

ERTIFIUATI

\ndrcw Rlocher certify that

Ii reviewed his an ruia report on irm it ekra Realty Invest nient Irust

Based on mv now ledge this report does not contain any untrue statement of material fact or omit tO

state iitaterial fact necessary to make the statentents made ill light of the circunistances under which

such statements were made not misleading with respect to the period covered by this report

l3ased in my knowledge the financial statements and other financial in format ion included it this

report fairly present it all material respects the financial condition results of operations and cash

flows of the registrant as of and fur the periods presented in this report

Ihe registrants other certifying officer and are responsible for establishing and maintaining

disclosure controls and procedures as defined in ixchange Act Rules 3a- 15e and Sd I5e and

internal control over financial reporting as defined in Fxchange Act Rules 3a 5f and SdI 5f for

he registrant and have

designed such disclosure controls and procedures or caused such disclosure controls and

procedures to be designed under our supervision to ensure that material in frmitat ion re lat ing to

the registrant including its consolidated subsidiaries is niade known to us by others within those

entitles particularly during the period in which this report is being prepared

designed such internal control over fi nancial reporti rig or caused such internal control over

inane ial reporting to be designed under our supervision to provide reasonable assurance

regardi mig
the reliability of financial reporti itg

and the preparat ion of fi italic ial statements fuir

esternal purposes ut accordance with generally accepted accounting primiciples

.iluated tite effectiveness of the registrants disclosure controls and procedures and presented in

this report our conclusions about the ef fectiveness of the disclosure controls and procedures as if

the end of the period covered by this report based on such evaluation and

ii ili sc sed in it is rep rt any change in lie registrants internal mt if over fi miamic re port rig
fiat

occurred dun
itg

the registrant most recent fiscal quarter the registrant fourth fiscal quarter iii

he case of an an it ual report that has materially affected or is reas mahl likely to iii ate ri ally

affect the registrants internal control over financial mepoltimlg and

lhe registramits other certifying officer and have disclosed based in our 1111st recent evaluation of

internal control over financial reporting to the registrant auditors amtd the audit coittini ttee of the

registramits board of trustees or persons perforntimtg the equivalent tuiictions

all significant deficiencies and mitaterial weaknesses in tlte design or Operatiomi
if internal comttrol

over financial reporting which are reasonably likely to adversely affect he registrants ability to

iec irti piocess sumttmnarite and report fi nancial it format iou and

any Ira tid bet her or not milate nh that iii ii yes iiiaiiage it ie lit or ot her niphoyee ho ha ye

sigiliticamit role in the regislramtts internal control over financial reporting

/s Andrew Blocher

lehruar IS 2W NAMF Aiidmew Blocher

lIILF Semtior Vice Presidenthicl lmnamiciiI lIicer amid

lreasuier

lmincipiI FmmtimiciaI uid i\ccoumltiilg fficer



32.1

ERTIFICATION

ILJRSLJANl To 18 U.S.C SECTION 1350 AS A1oIIEI IURSUANT To

SECTION 906 OF iIW sARBANFs-oxLEY ACT OF 2002

Fhe nders ned ma kI Wood the Pies ident and let xec Lit ye tf cer of edera Realty In vest ii lent

Inist the onipany has executed this certification in connection with the filing with the Securities and

Ischaiige onimission of the ompanys Annual Report on Form 0K for the period ended Ieceniher 31 20l

the Report lhe undersigned hereby cclii lies to the best of his know ledge that

the Report fully complies with the requirements
of Section 13a or 15d of the Securities hxchange

\ct of o34 aiiil

tile information contained in the Report fiirly presents in all iiiaterial respects the financial condition

atlI results of operations of the olnpanv

is Ionald Wood

lehniir IS 2011 NAMF Ionild Wood

llII_F President hid 1xecutive Officer and Frustee

Principal Fxecuti ye Officer



Ixhihit 32.2

ItJRStJANi To 18 U.S.C SF 1350 AS AIOPIEI PURSUANt To

SIClION 906 OF THF SARBANS-OxLY ACT OF 2002

he inIersRned Andre I3locher the Senior Vice President and hid Iirianciaf it icer of Federal

Realt\ Inestmeiit rust the ompanyh has executed this certification in connection with the filing with the

eclirities and Fschaiige onlinission of the ompanvs Annual Report on Form 10K for the period eiided

ieeinher the Report the undersigned hereby certifies to the best of his knowledge that

Ii the Report fully complies with the requirements of Section 3a or 15d of the Securities Fxchange

Act ot and

lie inforniation contained in the Report fairly presents iii all niateiiaI respects the financial condition

atid results of operations of the oilipaii\
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CORPORATE INFORMATION

CORPORATE OFFICE

1626 East Jefferson Street

Rockville MD 20852-4041

301 998-8100

301 998-3700 fax

GENERAL COUNSEL

Pillsbury Winthrop Shaw Pittman LLP

Washington D.C

INDEPENDENT REGISTERED

PUBLIC ACCOUNTING FIRM

Grant Thornton LLP

McLean VA

TRANSFER AGENT AND REGISTRAR

American Stock Transfer Trust Company

59 Maiden Lane

Plaza Level

New York N.Y 10038

212 936-5100

800 937-5449

ww warn stock corn

COMMON STOCK LISTING

New York Stock Exchange

Synribol FRT

MEMBERSHIPS

Inter national Council of Shopping Centers

National Association of Real Estate Investment Trusts

IJn ban Land Institute

ANNUAL MEETING

Federal Realty lnvestrrient Trust will hold its Annual

Shareholder Meeting at 1000 am on May 42011 at

Woodmorit Country Club 1201 Rockvmlle Pike Rockville MD

CORPORATE GOVERNANCE
The Trusts Corporate Governance Guidelines

arid the charters for tie Audit Cornimri it tee the

Compensation Corrirriittee and tfre Nominating

and Corporate Governance Committee are available ri
tfie

Investors section of olin Wet iile at www.fedenalrealty.corri

ANNUAL CEO CERTIFICATION

In 2010 we filed wit Ii the New York Stock Excfianige tfie

er tificatiori of our Chief Executive Officer that is required

by Section 303A.12a of the NYSE Listed Cornipariy

Manual The certification was filed without any qualifications

AUTOMATIC CASH INVESTMENT

AND DIRECT DEPOSIT

Federal Realty offers autorriatic casti inivestrrierit tfie

option to automatically withdraw funds from checking

savings or other bank account to purchase additional

shares of FRT on the 1st arid l5tfi of cacti nioritfi Federal

Realty also offers shareholders the
option

to directly

deposit their dividends To sign up for automatic cash

irlvestrrierlt or direct deposit please call 800 937-5449

or visit www.amstock.com

INTERNET

WWW.FEDERALREALTY.COM

Visitors to the site can search for and download Securities

arid Exchange Commission filiriqs review Federal Realtys

Dividend Reirivestnierit arid Share Purchase Plan obtain

current stock quotes and read recent press releases Printed

rriaterials arid e-mail news alerts can also be requested

PROPERTY WEB SITES

Below is list of Federal Realty properties that have

their own Web sites

Assembly Row www.assemblyrow.coni

Barracks Road www.barru.ksroad onri

Bethesda Row www.betfiesdarow.corrr

arid www.upstairsbethesda.com

Congressional Plaza www.congrcssiorialplaza.corni

arid www.crestatcorrgressiorial.com

Eastgate www.shoppingeastgate.com

Escondido Promenade www.escondidoprorrieiiade.corri

Kings Court www.kingscourtlg.com

Laurel Shopping Center www.shopsatlaurel.corxi

Old Town Center www.stropsatoldtowrmcermter.corri

Pentagon Row www.pentagonrow.corri

Rockville Town Square www.rockvilletownsquare.conn

Santana Row www.sarntanarow.com

Shops at Willow Lawn www.willowlawri.corri

THE AVENUE at Whit Marsh

www.theavenueatwhiterriarsh.com

Village at Shirlington www.villageatshirliriqtori.corri

Westgate Mall www.shopsatwestgaterniall.com

Wildwood Shopping Center www.shopsatwildwood.corvi

INVESTOR RELATIONS CONTACT
You

rriay
corrirnurnicate directly witti Federal Realtys

liiven Relafiori depan trrienit via telmnpfiiinie at

800 658-8980 on by e-mail at IRfederalrealty.i.onri
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